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THE FALL OF 1956 will find personnel and labor relations executives called 
upon to make major decisions in the light of such imponderable factors as the 
possibility of a changed labor policy resulting from the national elections, the 
uncertain economic future, and the organizational drives of the major unions. 


In planning its Fall Personnel Conference to help you become better in- 
formed on the major issues that affect personnel and labor relations, AMA has 
sampled many aspects of the industrial scene. For example, a well-known labor 
columnist will discuss the tremendous cost of labor racketeering to industry. 
The major administrative snags now being encountered by the SUB plans 
negotiated last summer, the pros and cons of long-range contracts, and the 
ever-growing shortage of technical and professional personnel are among the 
other vital subjects to be covered. 


Among the topics on the more encouraging side of the picture will be: 


e The Management Development Program of 
Boeing Airplane Company 
What's New in Human Relations Research 
A College Placement Service That’s Different 
Development of Creativity Through Counseling 
Personnel Policies That Help Reduce Costs 
Executive Health 


Make your reservation for this important conference now. Profit not only 
from the opportunity to exchange ideas with many others in the field, but also 
from the hundreds of hours of expert thinking which the program represents. 


AMERICAN MANAGEMENT ASSOCIATION 
1515 Broadway - Times Square - New York 36, N. Y. 


Management’s Prime Asset 


A DECADE AGO, a prominent business executive wrote in the 
pages of THE MANAGEMENT REVIEW: 


When the board of directors meets to appraise the major 
executives of a corporation .. . it is concerned chiefly with 
each man’s experience and his ability to use that experi- 
ence successfully. . . . Experience is the prime asset of the 
individual businessman. 


This ‘belief is the basis of AMA's service to members and to 
American industry. Every AMA resource is constantly focused 
upon determining the kinds of experience members want and need. 


Locating the sources of that experience, and adding it to a grow- 
ing reservoir upon which every management man can draw— 
through the medium of AMA meetings, publications, and services 
—-this is one of the tasks of each AMA Division Manager. He is 
constantly in touch with current publications, with meetings of 
other groups, with research activities. 


But most important of all is his contact with AMA membership. 
Periodically, the Division Manager writes asking for your sug- 
gestions for future activities. At AMA meetings, he has the ad- 
vantage of still closer personal contact, stimulating and reinforcing 
his thinking on new problems, new subject areas, and new develop- 
ments in handling long-standing trouble spots. 


This is the source of the vitality of AMA activities . . . the 
personal contribution of each member in the cooperative enter- 
prise which is the AMA: The experience of each for the service 


of all. 
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Women as Bosses 


THERE are more women in execu- 
tive jobs today than there were 15 
years ago, five years ago, or a year 
ago, and men’s reluctance, to give 
them executive rank seems to be 
diminishing. That is not to say that 
the historic barriers against women 
in top positions have crumbled. But 
the surface cracks are widening. 

The number of women who are 
executives in the strictest sense of 
the word is undoubtedly small. There 
are perhaps a quarter of a million 
“real” executives in the U.S. It is 
anyone’s guess how many of these 
are women, but almost certainly the 
figure is not over 5,000. There are 
fewer than 40,000 U.S. women, for 
example, who earn as much as 
$10,000 a year. 

What are the broad forces propel- 
ling women into professions and 
business, and smoothing their way, 
here and there, right into the execu- 
tive suite? 

The first, of course, is an economy 
that has been expanding almost con- 
tinuously for 15 years. creating 
millions of new jobs. There is morte 
executive work to be done in the 
U.S. today, as well as more clerical 
work and more production-line work. 
And the greatest manpower reserve 
in the U.S. is women. 

Another consequence of prosperity 
is that more women are getting col- 
lege educations, though the propor- 
tion of women college graduates to 


the total number is still about the 
same as it was in 1940 (41 per 
cent). 

Prosperity aside, there is no doubt 
that women’s wartime contributions 
to industry and business helped push 
back the limits and dispelled some 
of the prejudices. Even in the mili- 
tary services, of all places, women 
did a good job and were greatly 
appreciated. 

The net of it all seems to be less 
fear on the part of men that a 
woman in the executive dining room 
or at the conference table will debase 
time-honored masculine custom, less 
alarm lest a woman in a man’s world 
“try to act like a man” (though men 
still say, admiringly, “She thinks like 
a man”). And the old feeling that 
women are “too emotional,” “too 
personal,” has given way, in some in- 
stances, to belief that if a woman 
does have an emotional and personal 
approach it can be an asset to the 
business. 

Can women in fact handle any 
business or professional job that men 
can handle? The answer given by 
most successful women will strike 
many business men as a parodox. For 
business women have advanced well 
beyond the old feminist fight to be 
considered “people.” They want to 
be recognized for their special as well 
as their equal capacities. 

The “special” qualities of female 
executives have been subjected to 
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examination by Social Research, Inc., 
of Chicago. In a study of 60 suc- 
cessful women, it was found that 
their common attributes were day-to- 
day practicality (“somewhat greater 
than a random sampling of men”), 
organizational skill, sensitivity to 
people, and adaptability (“much more 
than a run of successful men, they 
show a flair for moving with the 
situation . for changing when 
they find a particular approach un- 
rewarding”). They also had unusual 
energy and confidence, and they took 
pleasure in achievement. 

Of today’s outstandingly successful 
business women, a large proportion 
made their way up in small or 
middling-size companies. In spite of 
the loosening of prejudice, women 
still have not been given top jobs in 
big corporations. In a few companies 
the personnel directors admit that 
some of their women employees rate 
better jobs and pay, “but there is 
great reluctance among certain in- 
dividuals in top management” to 
promote them. 


Officcrs of big companies are 
somewhat embarrassed to admit the 
scarcity or lack of openings for 
women. The most usual reasons given 
are that women don’t look on jobs 
as permanent careers, that women are 
not trained properly, and that they 
don’t like responsibility. There is 
truth in all three. Women in general 
do think of jobs as temporary, and 
many are not trained well or condi- 
tioned for responsibility. But a cer- 
tain number of male executives will 
admit that there are individual 
women, a growing number of them, 
whose capabilities are not recognized 
by men employers and who are held 
back by tradition and prejudice. They 
are paid less than men in comparable 
positions. The rare woman executive 
may make as much as $150,000 a 
year. In general, however, a woman 
executive who makes from $12,000 
to $20,000 is considered to be doing 
very well indeed. 

= Katherine Hamill. 


Fortune, June, 1956, 
p. 105:5. 


Planning for the Unexpected 


THE DUKE OF WELLINGTON, who still rates as something of an expert in 
plans and planning, was fond of a simple metaphor to distinguish between 
impressive-but-inflexible plans and plans which are capable of adaptation 


to the unexpected. 


The weakness of Napoleon’s marshals, he said, was that they “planned 
their campaigns just as you might make a splendid set of harness. It 
looks very well, and answers very well, until it gets broken; and then 
you are done for. Now, I made my campaigns of ropes. If anything went 


wrong, I tied a knot and went on.” 


—Management Briefs (Rogers, Slade & Hill, New York) No. 72 
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Six Standards of Executive Conduct 


IN THE modern business world, the 
question of conduct is profoundly re- 
lated to intracompany behavior. No 
matter how rapidly modern industry 
develops and changes, every company 
is and will remain a social organiza- 
tion. Obviously, conduct and ethical 
_ standards have the same integrating 
force in a company organization— 
even more so—as in any other form 
of social grouping. 

The executive’s concern with con- 
duct is part of his management func- 
tion. A sharpened sense of conduct 
based on an ethical awareness will 
always contribute to successful man- 
agement and to a successful opera- 
tion. The absence of this sense can 
create mediocrity in performance, if 
not chaos. An executive may be edu- 
cated to the hilt. He may have ex- 
perience and substantial knowledge of 
his particular responsibility; but if he 
does not know how to live within 
his corporate community, his endow- 
ments will be wasted. 

Here, then, are some basic stand- 
ards for executive behavior. They are 
as important to the success of a com- 
pany as its clearly defined standards 
of manufacturing, sales operations, or 
inventory control. 

Truth and Objectivity: In some 


organizations, complete truth is hard. 


to come by; executives are often not 
schooled to report facts as they are. 
The facts are aduiterated by partisan- 
ship and embellishment; important 
elements are too often diluted by a 
mixture of the unimportant. The per- 
sonality of the reporter frequently 


intrudes upon the objectivity of the 
report. 

A personal standard of truth and 
objectivity, however, requires honest, 
accurate, and complete transmission 
of fact—purely to assist in manage- 
ment decisions, and not, at the same 
time, to serve a psychological need 
of the reporter. 

Reasoned Decisions: The soundness 
of his decisions can make or break a 
man, or the corporation he serves. A 
personal standard of reasoning re- 
quires a discipline of thought. The 
fatal enemy of reason is the undisci- 
plined expression of impulse, which 
more often than not stems from some 
ignoble motive or prejudice. The 
achievement of this standard does not 
require unique talent, but self-disci- 
pline and self-examination. 

Staying in Channels: The art of 
minding your own business, or stay- 
ing in channels, can be vexatious and 
difficult; yet this is a prime responsi- 
bility of every executive. This means 
he must do his own job and not con- 
cern himself about what someone else 
is doing, unless it is one of his own 
subordinates. 

When an executive feels he has 
information or an idea which must be 
communicated to someone in another 
department, he should not dictate a 
memorandum to him. The way to do 
it is through his own superior. It is 
up to the latter to decide if the infor- 
mation should be communicated 
through the correct channel to the 
interested party. 

Kindliness: In handling subordi- 
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nates, it is both wise and necessary to 
be kind. Kindliness, however, must be 


tempered by intelligence to avoid an - 


emotional approach that may lead to 
trouble. For an executive must be 
fair, which means he must be just; 
and justice is not always kind. 

Still, a personal standard of kindli- 
ness, well seasoned with the salt of 
intelligence, is perhaps the strongest 
instrument an executive can develop 
in dealing with the people who look 
to him for leadership and support. 

Cooperation: Cooperation starts as 
a state of mind and evolves into a 
method of working with people. It is 
vital in combining the coordinate 
branches of a business into a con- 
sistent and smoothly functioning 
unity. In this area, an executive must 
often compromise and give ground 
while still supporting his basic ideas. 

An executive must be willing to 
listen to his associates thoughtfully 
and carefully. Many problems must 
be talked out before a sound decision 
can be reached. 


Getting Started 


How sHOULD automation be intro- 
duced in your company? There are 
many possible approaches to the prob- 
lem, and the correct one depends on 
the circumstances in the individual 
organization. But to function satis- 
factorily, any special equipment de- 
velopment program should take into 
consideration all the following ap- 
proaches, the emphasis on each to be 
determined by the special require- 
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Loyalty: This is an ethical impera- 
tive in corporate life. Loyalty is the 
act of “bearing allegiance to consti- 
tuted authority.” An executive who 
cannot bear allegiance to the consti- 
tuted authority obviously cannot be 
loyal to himself or his organization. 

And loyalty imposes upon an indi- 
vidual allegiance to a designated su- 
perior, an allegiance necessary to pre- 
serve essential order throughout an 
organization. Without it, the principle 
of executive responsibility could not 
exist. 

Humor: In subjecting himself to 
all these standards of conduct, an 
executive who can do so with a sense 
of humor can give additional meaning 
and zest to his career. For a sense 
of humor means a sense of proportion, 
a quality of warmth in relationship, 
and an ability to be joyous or solemn, 
as the case requires. 

u Philip B. Niles. 
Dun’s REvIEw AND MODERN 


Inpustry, April, 1956, 
p. 41:4. 


with Automation 


ments of the particular company 
concerned. 

1. Contracting with automation 
consultants. During the past few 
years, the number of automation con- 
sulting firms has more than doubled. 
Many of these are reputable organ- 
izations and consistently render ex- 
cellent service. This means of im- 
plementing a project should not be 
overlooked, particularly after your 
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requirements have been defined and 
speedy development and delivery 
would justify paying a somewhat 
higher price. 

2. Contracting with the equip- 
ment suppliers. This approach is very 
effective when used in combination 
with an automation or special equip- 
ment department. Equipment sup- 
pliers generally are favored when 
equipment is to be used for special- 
ized functions (welders, induction 
heaters, riveters, conveyers), or when 
its manufacture requires special fa- 
cilities. 

3. Setting up a special equipment 
department. In most situations, a 
special equipment department offers 
the greatest number of advantages. 
Although not a panacea, it can pro- 
vide a foundation upon which all 
equipment development and purchas- 
ing activities can be built. 

The location of the special equip- 
ment department in an organization 
should be given careful consideration. 
Since this group is to play a vital part 
in reducing costs and increasing pro- 
duction and profits, its manager 
should probably report to the head 
of manufacturing engineering. Close 
cooperation with other groups will 
be required, of course. 

If any one factor in this operation 
were to be singled out as most 
important, in a special equipment 
development program, it would be 
personnel. In the typical organization 


there are a number of positions to be - 


filled. Let us consider them individ- 
ually. 

Department Head. The department 
head will be responsible for the de- 
partment’s operation. His most im- 
portant job will be to get maximum 
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performance from those who work for 
him. Since the talent of the men with 
whom he will be dealing is high, he 
himself must be of high caliber. In 
addition to the qualities normally 
required of an executive, this man 
should have a good engineering back- 
ground and the ability to sell his 
ideas to higher management. 

Engineers. Technical ability, ag- 
gressiveness, and responsibility are 
attributes that characterize a good 
engineer. The engineers needed for 
these positions must have still an- 
other quality—“gadgeteering ability.” 
Men possessing this quality thrive on 
the challenge of creating machines 
to perform specific operations. Since 
the challenge and diversification of 
this work is unequaled, it holds a 
special attraction for most engineers. 

Craftsmen. The craftsmen, the 
men who build the equipment, 
should be proficient machinists or 
electronic technicians, and should 
have a working knowledge of me- 
chanics, fluid power, electricity, and 
electronics. In some cases, all of these 
elements will be combined in one 
machine. 

Staff Assistants. As the size of the 
group increases, the need for staff 
specialists also increases. These spe- 
cialists are responsible for functions 
such as general administration, tech- 
nical writing, and technical informa- 
tion, and would report to the staff 
assistant. If they are qualified, 
it is often advantageous to place 
the additional function of drafting 
under these men. This position com- 
bines business administration and 
engineering | skills. 

The entire responsibility for a 
given project should be assigned to 
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one engineer. He should follow it 
through, either performing or di- 
recting all of the necessary opera- 
tions. 


Since most plants have their share 
of trouble spots, project selection is 
seldom a problem. Trouble spots are 
usually characterized by one or more 
of the following: high cost, excessive 
worker fatigue, high rejection rate, 
or hazardous exposure. 

After an initial investigation, a 
proposal containing estimates of costs 
and savings is prepared. This proposal 
should be passed upon by a manage- 
ment committee. It must be empha- 
sized that any estimate of time or 
cost should contain a 20 per cent 
factor to cover the inevitable refine- 
ment or “debugging” operation. 

It is at this point that the manager 
and engineers must confer to deter- 
mine which approach to the project 
is most practical. If a decision is 
reached in favor of the consultant, 
specifications must be prepared so 
that a contract can be arranged. 
When extensive development is re- 
quired, it is sometimes desirable to 
write the initial contract to cover 
only the development work. This ar- 
rangement tends to minimize the 
risks involved, since it provides a 
check point where progress can be 
reviewed and evaluated. It is the re- 
sponsibility of the appointed engineer 
to work with and keep a check on 
the progress of the consultant. 

When the entire job is to be kept 
within the company, a different pro- 
cedure is followed. A conference of 
the engineers is held to review the 
various means of accomplishing the 
objective. This type of consultation, 
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whether informal or by prearranged 
meetings, is beneficial and should be 
practiced at all stages of the project. 
Following this, preliminary drawings 
are made, materials are requisitioned, 
and fabrication is begun. 


At this stage, ideas are being 
transformed into actual machines. It 
is generally not practical to reduce 
these ideas directly to finished engi- 
neering drawings. Instead, prelim- 
inary sketches and a general layout 
are made so that the craftsmen have 
a basis from which to work. Place- 
ment of all major components, sche- 
matics, and as many other details as 
possible should be included in these 
original drawings. Under the tech- 
nical direction of an engineer, a 
group of craftsmen develops and con- 
structs the required equipment. 


After fabrication is complete, the 
new equipment is given a prelim- 
inary test which should uncover 
most of its defects. A final test, 
equivalent to a minimum of one 
week’s service, should be made under 
production conditions. If possible, it 
is highly desirable to set aside an 
area near the production department 
for this purpose. Operators should 
be instructed in the machine's use, 
and actually operate it during this 
time. Foremen, maintenance men, 
and production personnel who will 
work nearby should also be given 
an opportunity to become acquainted 
with the new machine. 


The saying, “walk before you 
run,” should be applied when choos- 
ing the first few projects. In the 
early stages of the department's op- 
eration, projects that are important 


but not extensive will do much to 
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build confidence in the group. The president, are required if maximum 
program’s effectiveness depends upon __ gains are to result. 

more than one man or one depart- 

ment. The concerted efforts of all, ; = James J. Lahm. 


B , 
from the production worker to the 


W orking Conditions Under Automation 


SINCE “AUTOMATION” has become something of a bogy to organized 
labor, business men have an interest in learning what effect it may 
actually have on the work process. Some specific answers have been given 
recently by Dr. Floyd Mann and Richard Hoffman of the University of 
Michigan’s Survey Research Center, who compared working conditions at 
two electric generating plants of the Detroit Edison Co. and found that 
the principal labor requirements of a shift to automation are job en- 
largement (i.e., broadening), job rotation, and reorganization of job 
supervision. 

Thus automation has introduced a need for new combinations of skills. 
In the Detroit plant, there was a high degree of job specialization, and 
numerous levels of skill for each job. In the new St. Clair plant, 
however, boiler and turbine operations were combined in a single en- 
larged job. Skills in the new plant are rated simply on an A-B-C basis. 
The A operator is expected to combine the knowledge previously held 
by the skilled boiler operator, turbine operator, and electrical operators. 
The B operator is less skilled, and paired with an A in his work. The C 
operator, a helper, performs the low-skilled tasks under the informal 
direction of a B operator. This hierarchy is based on degree of skills 
alone; the older distinctions based on the particular equipment operated 
have been wiped out. 

All the men in the new plant reported they were more interested in 
their new jobs than in their former jobs at the older plant. The men 
felt that the broadened jobs - utilized their abilities and reduced the 
monotony of work. 

Though no men have been laid off, the fact that the new automated 
plant operates more efficiently, with half the personnel of the old, has 
led to the fear that if demand slackens, workers in the old plant will be 
laid off. Moreover, some workers with highly specialized skills feel that 
the amalgamation of jobs could mean a downgrading of their skills. 

But on the whole, the study suggests, automation may give management 
greater flexibility in defining jobs and an opportunity to provide workers 
with more satisfaction in their jobs. 

—Fortune 7/56 
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GOOD LUCK is a lazy man’s estimate of a worker’s success. 
—H. L. Mencken 


THE MANAGEMENT REVIEW 


630 


Ulcers Behind the Iron Curtain 


THE SOVIET industrial cycle consists of spurts at the end of each month, 
followed by lags—the price paid for its high production—reports Joseph 
S. Berliner, economist and Russian expert, writing in the June, 1956, 
issue of Administrative Science Quarterly (Cornell University). 

Prewar and postwar figures show that Soviet enterprises regularly pro- 
duce from 70 to 90 per cent of their month’s quota in the last 10 days 
of the month, and as low as 2 per cent in the first 10 days. 

In addition to prestige, publicity, and advancement, a Soviet manager 
gets as much as double his salary for meeting his quotas. He gets no 
bonus at all for 99 per cent production, and loses his job if he fails too 
often. 

Managers get a bonus of as much as 10 per cent for each 1 per cent 
production rise above the quota. But a “ratchet” principle raises subse- 
quent quotas to the new level, so the manager will try to meet the quota 
but not exceed it. 

About a third of the managers fail to meet the quota and eventually 
lose their jobs. In 1955, Bulganin complained that “the executives of 
many enterprises change much too often.” 


“The office gang is anxious to know when you'll be 
back, Boss—the exact time, if possible.” 


AUGUST, 1956 


| 


Direct Selling Is Growing Up 


WHILE THEIR polished spiels have 
opened some of the best doors, door- 
to-door salesmen have always been 
a bit embarrassed by their profes- 
sional heritage. Their commercial 
forebears—nomadic peddlers who 
ranged the country when stores were 
few and far between—were neces- 
sary but not always upstanding busi- 
ness men. Like O. Henry's “Gentle 
Grafter,” who canvassed farmhouses 
to purvey such items as colored sand 
for preventing explosions in oil lamps, 
many had more than business rea- 
sons for staying on the move. 


There are now 1.5 million Amer- 
icans who make a full-time or part- 
time living ringing doorbells. A 
survey by Indiana University has 
offered substantial evidence that the 
business of “direct selling” could 
hardly be more respectable. The sur- 
vey showed that 85 per cent of all 
canvassers have their own bank ac- 
counts, 93 per cent go to church, 
36 per cent belong to the Parent- 
Teachers Associations, and 71 per 
cent have homes and doors of their 
own. 


Actually, the survey seemed some- 
what superfluous. While there are 
still a few sharpers ringing doorbells, 
direct selling, a $4 billion annual 
business, has obviously been out of 
the fly-by-night class for a long time. 
Some 3,000 U.S. companies sell 
everything from jewelry to baby 
chicks and shrubbery entirely by door- 
to-door canvassing, including such 
important firms as the $46 million 
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Electrolux Corp., the nation’s leading 
manufacturer of vacuum cleaners; 
Avon Products, which had 70,000 
saleswomen selling cosmetics and 
toiletries in living rooms last year; 
and, of course, the Fuller Brush 
Co., which grossed a neat $90 mil- 
lion in 1955. 


Good salesmen for leading com- 
panies make as much as $10,000 to 
$20,000 in commissions. (An Elec- 
trolux salesman in Maine recently 
sold 300 vacuum cleaners in a single 
month, even though 90 per cent of 
his customers had only scatter rugs.) 
While a sizable proportion of can- 
vassers are housewives working to 
supplement family income, some find 
that it can rapidly become a full- 
time job. 

This kind of snappy footwork now 
accounts for over 4 per cent of all 
U.S. retail sales, and is gaining every 
year. According to Winfield Cook, 
general sales manager of Vita 
Craft Corp. and president of the Na- 
tional Association of Direct Selling 
Companies, door-to-door salesmen 
even help regular retailers by getting 
people to accept newfangled prod- 
ucts. (Not all retailers appreciate this 
assistance. “Anything the door-to-door 
boys sell is money out of our cash 
registers,” says one department store 
executive.) Mr. Cook cites safety 
razors, vacuum cleaners, sterling sil- 
ver, and encyclopedias as examples of 
items that never did get moving until 
they were pushed over doorsills. Col- 
or-TV manufacturers are currently 
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using the same door-to-door approach 
to break the ice in their business. 
High-pressure salesmanship has 
nothing to do with this record, Mr. 
Cook reports. Most salesmen have 
limited territories. Since they depend 
on repeat business, they can’t afford 


to alienate prospects. Low-pressure 
methods, on the other hand, save 
time and tempers—and produce an 
average of one sale in every seven 
calls. 


NEWSWEEK. 
June 18, 1956, p. 91:2. 


How Industry Beats the Heat 


Ir MAY BE in lost time, low effi- 
ciency, or just the loss of employee 
good will, but in the hot summer 
months heat is a problem—and it 
can be a costly one. An Iron Age 
survey of more than 1,000 metal- 
working companies and plants from 
coast to coast discloses that 60 per 
cent of these plants consider hot 
weather a production and efficiency 
problem; 50 per cent of these char- 
acterize it as mildly serious, 10 per 
cent as serious. (It may be that 40 
per cent consider the problem “not 
serious” because they have taken the 
necessary measures to counteract 
heat effects.) 

Faced with the necessity of beat- 
ing the heat, you have two individual 
problem areas: office and production. 
Of the two, the office problem is 
easier to solve, if for no other reason 
than the alternatives are simple: air 
condition or not. In 62 per cent 
of the companies surveyed, offices 
are at least partially air conditioned. 
In production and manufacturing 
areas, the problems (and economics ) 
are not so easily solved. 

The basic methods of heat allevia- 
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tion are: general ventilation, exhaust 
from hot operations, exhaust of hot 
air, blowers (such as fans or jets), 
and air conditioning. Elementary 
general ventilation of doors and win- 
dows for a natural flow of air works 
with some effectiveness in small 
buildings. It has little or no effect, 
except in the vicinity of windows, 
in big plants, particularly in crowded 
manufacturing areas. One basic im- 
provement is the use of simple 
exhaust fans, placed at intervals 
throughout the building. Most plants 
have them, and they work well to 
dispel stale air from central areas. 
When fans are too far from fresh 
air sources, and air becomes stale, 
hot, or humid, a practical solution is 
to reverse the flow of half of the 
exhaust units, making them blowers. 

Blowers at ceiling level have limi- 
tations, and ventilation specialists 
are becoming increasingly aware of 
the importance of bringing outside 
air down to the floor level, or as 
close to it as possible. An elementary 
method is to install a sleeve to a 
roof blower, bringing the outside air 
to the level of the worker. Going a 
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step further is the development of a 
system of forced ventilation, with 
ducts. This is particularly effective 
if your plant has hot spots to be 
cooled and it is desirable to direct 
air at them. 

Hot spots in many plants have 
been corrected by formulating sound 
answers to a few basic questions: 
What is the nature of the heat prob- 
lem? Why don’t local exhaust sys- 
tems and fans improve the condi- 
tion? What is the source of heat and 
what can be done about it? 

Everyone knows the ‘effect of rela- 
tive humidity. If the air is moist, it 
cannot absorb much moisture from 
the surface of the skin—and it is the 
evaporation of moisture that reduces 
skin temperature. Fortunately, most 
industrial processes contribute heat 
with little or no moisture. Where wet 
heat is produced, vapor absorption 
systems may be necessary. One 
simple device is a hooded exhaust 
system that draws off vapor from the 
source. 

Less understood is radiant heat, 
which is emitted outward from its 
source like radio waves. Radiant 
heat comes from such sources as the 
hot surfaces of furnaces and molten 
metal, and it is not fully detected by 
a regular thermometer. But the 
human body is an excellent absorb- 
ing medium. 

When you detect radiant heat, 
usually in combination with con- 
vected heat from the same source, 
the solution is simple: Plain alumi- 
num sheet has high radiant heat 
reflective powers, and an aluminum 
shield between the source and the 
worker can mean vast improvement 
at low cost. (Incidentally, effective- 
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ness has nothing to do with the 
thickness of the aluminum. Alumi- 
num paint also has good reflective 
properties.) When you combine 
forced ventilation and exhaust with 
shields against radiant heat, results 
are generally better. 

A development that is becoming 
increasingly recognized as a valuable 
tool with great cooling potential is 
the evaporative cooler, or washed-air 
system. It is particularly effective 
when outside air temperatures are 
very high—say over 100 degrees. 
Then, ventilation has dubious effect, 
since it only replaces hot air with air 
as hot or nearly as hot. Evaporative 
cooling is accomplished by forcing 
outside air through a water spray. 
Because it has the effect of raising 
humidity, a supplementary air sup- 
ply may be needed. 

There are any number of less 
general forms of fighting hot weather 
problems that you might consider. 
There is a growing trend to use of 
a water blanket to insulate the roof. 
Aluminum roof paint is another 
simple, but effective application. 
Short rest periods in an_air-condi- 
tioned “recovery room” several times 
a day can help make workers who 
labor in very high temperatures as 
productive and happy and _ healthy 
as those who work at ordinary tem- 
peratures. Blasts of refrigerated air 
from spot refrigerators are also used 
for localized cooling of very hot areas 
where general cooling is impractical. 

The problem of industrial air con- 
ditioning must be weighed at each 
individual plant. Design of the build- 
ing, nature of operations, climate, 
and economics are just a few of the 
things to be taken into consideration. 
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Many studies point to improved 
efficiency in air-conditioned plants. 
Air conditioning is unanimously ac- 
knowledged to be a factor in obtaining 


The survey indicated that these 
plant areas are most often air con- 
ditioned: assembly and_ inspection 
areas, laboratories, engineering de- 


higher-caliber workers, and it is be- 
coming a must for precision indus- 
tries or operations that require con- 
stant temperature or humidity for 
dimensional control or other reasons. 


partments, production areas, gauge 
rooms, and cranes. 


= Tue IRon AGE, 
June 21, 1956, 
p. 90:7. 


New Facts on the White-Collar Shortage 


HOW BaD is the continuing shortage of qualified clerical workers, and 
what are cimployers doing to counteract it? According to a recent 
survey of 318 companies conducted in the New York area by the 
Commerce and Industry Association of New York, employers are still 
finding clerical recruitment a major headache... Three-quarters of the 
respondents reported continued difficulty in hiring office employees. 
Of these, more than half call the shortage either serious or rather acute; 
the rest find it more annoying than serious. 

Positions most frequently listed as difficult to fill included ‘stenogra- 
pher, typist, clerk, secretary, typist clerk, file clerk, messenger, Dictaphone 
operator, Comptometer operator, accounting clerk, and statistical typist. 

To counter this shortage, many companies report making new or in- 
creased use of private and state employment services, recruiting, and 
newspaper advertising; increasing overtime for regular employees; and 
employing part-time workers. 

The wider use of part-time employees, a potentially fruitful remedy 
open to many companies, has several drawbacks, respondents noted. 
Chief among these are the difficulty of scheduling work, additional 
payroll work required, training difficulties, unsatisfactory relationship 
with full-timers, and the question of what to do about fringe benefits. 
Despite these difficulties, however, 60 per cent of the firms. surveyed 
are employing part-time workers, particularly as typists, clerks, stenog- 
raphers, messengers, and file and typist clerks. 

Wage rates for all clerical workers have continued to rise steadily. 
The Association’s most recent index (covering rates as of April 1, 
1956) indicates an advance of some 3% per cent since October, 
1955—or a total rise of approximately 8 per cent since October, 1954. 


A NEW HOUSING project is catering to a new type of commuter—the 

business man who travels by private plane. The project’s 300 homes, 

near Spokane, Wash., will be built around a 3,200-foot airstrip. 
—lIndustrial Distribution 6/56 
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“President’s Luncheon”—New Way 
to Woo the Customers 


ARE you looking for new ways to develop better customer relations? 
At Eastern Rolling Mills, Inc., president Herbert Barchoff has found 
that a president’s luncheon once a month pays dividends. 

Personal invitations are sent to some 30 purchasing agents, production 
executives, and company heads four weeks before the meeting. The 
guest list is determined by sales territories, with two areas selected each 
month. Salesmen from the districts involved attend the luncheon, too. 

After an informal start (cocktails, canapes, and luncheon in presi- 
dent’s office and conference room), each guest is asked to introduce 
himself and tell something about his sphere of operation. The con- 
versations center on the state of business, production problems, and ma- 
terials. Guests exchange suggestions and product ideas which may solve 
a production problem. A 15-minute institutional movie and a trip through 
Eastern’s facilities complete the program. 

The program’s payoff: The company becomes more than a name on 
a letterhead to those attending. A degree of intimacy is developed be- 
tween the management men of the various companies represented. The 
letters of invitation perform the function of a direct mail piece, even 
if the recipient does not attend. 

“It gives me an opportunity to have close personal contact with 12 
important customers. while using only three to four hours of my time,” 
explains Mr. Barchoff. Cost: about $5 per person. Tangible result: 
increased sales from those attending. 

—Steel 6/4/56 


American Labor and the World Workforce 


} THE U.S. LABOR FORCE comprises only about 6 per cent of the world 
total, according to the International Labour Office, a U.N. affiliate. But 
with its advanced state of industrialization, high savings and investment, 
and steadily rising productivity, the American economy turns out nearly 
one-half of the world’s factory-produced goods and services. 

The world’s working population now stands at more than 1 billion 
persons, ILO reports. Thus, two out of every five persons in the total 
world population of 2.7 billion contribute toward the production of goods 
and services for home consumption or for trade abroad. 

Though the composition of the working population varies from one 
country to another, the adult male is still the predominant worker and 
breadwinner. Men between the ages of 25 and 64 are the biggest single 
element in the workforce everywhere. In the United States they represent 
about two-thirds of the working population. 

—Commerce 6/56 
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The Age of Research 


IN THE PAST 15 years, a torrent of 
technological change has brought the 
U.S. greater material advances than 
any other nation has experienced in 
all history. With every breakthrough 
in the laboratory, industry has turned 
the new knowledge into new products 
for a society whose inventiveness has 
made achievement the bright converse 
of obsolescence. 

To hasten the flow of technology 
from laboratory to living room, some 
3,000 U.S. companies today have 
their own research facilities, and em- 
ploy 500,000 research workers, in- 
cluding 100,000 scientists. Across 
the U.S., new research plants are 
springing up almost as fast as fac- 
tories. 

From the starveling stepchild of in- 
dustry, scientific experimentation has 
become an industry in itself—per- 
haps the key industry. By constantly 
creating new products, and thus new 
markets, research has added a dy- 
namic new force to the economy to 
help keep the boom rolling. 

The U.S. today is spending $5 
billion a year for research, or more 
in one year than in all the years 
from 1776 to 1933. Research ex- 
penditures by the government, incon- 
ceivable in 1900, now total more than 
the entire cost of government in that 
year. The total U.S. research effort 
is growing at the rate of 10 per cent 
to 12 per cent a year versus an aver- 
age annual increase of 3 per cent 
in the gross national product. 
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Chemical companies such as Dow 
and Monsanto, among industry’s 
heaviest spenders for research, trace 
30 per cent to 40 per cent of 1956 
sales volume directly to products de- 
veloped through research in the past 
10 years. Standard Oil Co. (N. J.) 
estimates that every dollar invested in 
research will return five dollars. The 
U.S. as a whole, according to Na- 
tional Science Foundation’s Director 
Raymond Ewell, has earned back 
$2,000 to $5,000 for every $100 
spent for research and development 
in the past 25 years. 

Basic research is the least predict- 
able form of industry-sponsored re- 
search, and usually the cheapest. Ap- 
plied research is more costly, and gets 
still more costly as it turns into de- 
velopmental research. To test new 
ideas, modern industrial laboratories 
have all the production facilities of 
factories. In the big laboratories, 
some $25,000 to $50,000 is invested 
in equipment for every scientist em- 
ployed. Because of this progressive 
cost, most companies cannot enter the 
research field unless they have some 
hope of commercial results. 

By giving top scientists the widest 
latitude, Bell Telephone Laboratories, 
the $113-million-a-year research arm 
of the American Telephone & Tele- 
graph Co. and the Western Electric 
Co., has struck some of the biggest 
pay lodes in industrial history. One 
Bell breakthrough in 1948 was the 
discovery, after years of basic research 
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into the structure of matter, that a 
solid metal such as germanium or 
silicon can be made to act like a 
vacuum tube, i.e., it will amplify an 
electric signal. Result: a flea-size 
transistor—and a king-size new in- 
dustry. 

Through patent-licensing, most big 
U.S. companies share the fruits of 
basic research. RCA earned 
enough income from royalties and 
government contracts since 1947 to 
make its research program self-sup- 
porting. Thousands of patents devel- 
oped by Bell Laboratories may now 
be used by other companies without 
charge. Eastman Kodak estimates that 
at least one-third of the 1,800 basic 
studies published by its researchers 
have benefited industry as a whole. 

How does management decide 
whether research will pay off? To cut 
the average 10-year time lag from test 
tube to cash register, most companies 
rigorously analyze even the most 
promising leads in terms of cost, mar- 
ketability, timeliness, and practicality, 
and reappraise the potential new prod- 
uct at every stage of development. 
Some companies allot to research a 
fixed proportion of sales (from less 
than 1 per cent for transportation 
companies to more than 6 per cent 
for big electrical and chemical manu- 
facturers ), and give research directors 
a free rein in pursuing likely leads. 

Du Pont, for example, compiles 
its annual research budget according 
to the cost, duration, and number 
of all approved projects, and usually 
spends about 3.5 per cent of sales 
(1955 research budget: $70 million). 
Even so, few research ventures last 
the course. One-third of the studies 
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undertaken by Du Pont’s chemical de- 
partment are “laboratory flops”; 50 
per cent are successful in the lab 
but prove impractical for production; 
less than 10 per cent goes to a manu- 
facturing division for development, 
and only a small fraction of these 
ever goes into production. RCA esti- 
mates that 90 per cent of its research 
ideas are useless; from the other 10 
per cent come 80 per cent of all the 
products it sells today. 

The biggest problem for industry 
is the time and the money it must 
lavish to turn theory into product. A 
new amplifying device for trans- 
oceanic cable was tested for 20 years 
before American Telephone decided 
to install it in a sample cable. Peni- 
cillin, invented for $20,000, cost 
millions of dollars to prepare for 
commercial use. RCA had invested 
$50 million in TV before it reached 
the U.S. living room, and now has 
another $30 million tied up in color 
TV. 

But the cost of research is not the 
only obstacle. Many industries are 
cramped by the shortage of scientists. 
Company interviewing teams comb 
through the new crop of graduating 
students each year, and educators 
complain that only the rejects will be 
left to teach. Moreover, many poten- 
tial research men shy away from sci- 
ence because the starting pay in in- 
dustry ($700 a month for a Ph.D.) 
is too low. 

Somehow, the U.S. must increase 
its creativity. The nation, which has 
increased its energy consumption 
fiftyfold since Jefferson’s day, will 
need 90 per cent more power capacity 
by 1965; in that decade, say experts, 
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fossil fuels will be so depleted that 
the nation must have competitively 
priced nuclear power. To feed and 
clothe a 193-million population by 
1975, U.S. farms will have to boost 
output. Spiraling metals consumption 
will intensify the search for new ore 
deposits and new ways to extract 
metals from clay and sea water. To 
meet 1965’s demand for 50 per cent 
more goods and services with only 


10 per cent more manpower, auto- 
mation will have to move into indus- 
try’s front line. Despite its seven- 
league strides into the future, science 
has yet to overcome scores of exist- 
ing problems. Almost no leader of 
science or industry doubts that the 
U.S. can and will develop the knowl- 
edge to meet the challenge through 
continued research. 
a Time, July 9, 1956, 
p. 74:3. 


Cash Forecasting: Still a Handy 
Tool for Management 


IN THE midst of soaring profits and 
sales, executives are rediscovering a 
fact of business management that su- 
perficially looks like something of a 
paradox: Profits aren’t the same thing 
as cash in the bank when it comes 
to paying your bills. 

Today, cash requirements are at 
an all-time high. Booming sales and 
production, heavy capital expendi- 
tures, and the big tax bills on 1955’s 
hefty profits are chiefly responsible. 
The resulting record demand for cor- 
porate borrowings has helped push 
money rates for all but top-rated com- 
panies well above 4 per cent. 

What management in many com- 
' panies faces in this situation is a 
classic example of the prosperity 
squeeze. That's one reason why cash 
planning—forecasting of how cash 
will flow in and out of your busi- 
ness—is once again being recognized 
by top policymakers as a vital man- 
agement tool. 
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When you deal with cash, profits 
are no longer the key. In fact, you 
can show quite small profits—even 
losses—and still be in a healthy cash 
position. The airlines, for instance, 
though they showed remarkably low 
profits after the war, have only re- 
cently found themselves in need of 
external sources of cash. Because of 
a rapid return on capital investments, 
charged against operating income, 
they were able to meet much of their 
cash needs internally. 

Without outside financing, a com- 
pany’s cash has to come essentially 
from (1) sales, or (2) what's been 
tucked away in the sock from former 
years’ operations. Many companies, 
as in the textbook case of Montgomery 
Ward & Co., went into the postwar 
period with plenty of cash and no- 
where to put it. If they've held ontg it, 
they're now in a fine position for 
whatever comes along, but this at the 
expense of a smaller return on capital 
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through the years the money was 
held. 

Increasingly, business men are 
finding that the sales dollar has an 
elusive way of not returning to the 
till when they want it. That, in es- 
sence} is what creates the drain on 
cash. In accounting terms, the lag 
is called accounts receivable, which 
can vary in their cycle of payments 
from days to years, depending on 
your business. And even when the 
dollars do come tinkling in, manage- 
ment may find it has to plow them 
back into the business to carry 
inventory raw materials, work in 
process, or finished goods in stock 
and in the distribution pipeline. 

These two items, then, accounts 
receivable and inventory, are the 
heart of the cash problem. Offsetting 
them are accounts payable—what you 
owe but don’t have to pay tomorrow — 
and such accrued costs as payroll and 
taxes. It’s the balance and timing 
between these two sets of items, of 
course, that determines how full your 
till will be at any particular time. 

When you look at figures on the 
books, you may be lulled into thinking 
there’s no shortage of money. At the 
end of last September, manufacturing 
companies had cash or temporary in- 
vestments of $28 billion, or 15.5 per 
cent of their total assets. Though a 
large amount, it represented only 37 
days of sales. You can see what any 
sharp change in plans could do to 
the cash position. 

It’s a paradox of cash planning that 
you can do a good job if you're in 
a stable economy or business—when 
you need it least. It’s in a fast-moving 
economy that predictions about your 
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cash become tougher; and that’s just 
when top management needs to know 
most. 


Cash planning in any changing or 
expanding business requires a system 
of topnotch budgetary planning and 
control behind it. Bad guesses on a 
sales, production, or even capital ex- 
penditure plan can be overcome by 
fast footwork. But for close cash plan- 
ning, those same mistakes can be 
costly. 

The techniques of cash forecasting 
are nothing more than an extension 
of the normal budgetary forecasts al- 
most any business has to make, but 
they focus on the actual dollars com- 
ing in and going out in particular 
time periods. On the income side, 
it’s not so important how much your 
sales are at any given time as when 
you are paid for them and their time 
cycle. 

This brings new factors into your 
accounting. If you're paying your bills 
in 30 days but have a 45-day time 
lag in receipts, there’ll obviously be a 
15-day period when cash is short. 
How you break down your income 
and outgo of cash by days, months, or 
quarters depends on the flow of busi- 
ness you have. The main thing is to 
anticipate the cash drain far enough 
ahead to avoid “midnight” financing. 

Forecasts permit a company to 
reschedule items-to reduce the amount 
of cash needed. For example, a dis- 
tributor may try to get the manufac- 
turer to bill him closer to the time 
of sale, as Ford Motor Co. did re- 
cently. Instead of billing dealers on 
the date of shipment, Ford’s payments 
from dealers now become due the 
day the cars are scheduled to arrive 
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at the dealers. This, of course, re- 
duces the cash balance needed by the 
dealer. 

Cash forecasting can provide still 
other payoffs. The treasurer who can 
reduce the need to borrow at today’s 
5¥2 per cent to 6 per cent rates can 
quickly pay for his salary, and then 
some. And if he can actually foretell 
just when his company will need hard 
cash, he can invest temporary sur- 
pluses in highly liquid securities. To- 
day the 91-day commercial paper 
market is dominated by excess cor- 


porate cash—a sign that this is a 
time when idle cash can cost you 
money. 

A final payoff for cash planning is 
at the bank. Bankers say a company 
with a well-planned system of payouts 
is a welcome borrower. And when 
banks are as selective about their 
loans as they are today, this can 
mean the difference between credit 
and a shake of the head. 


es Business WEEK, 
April 28, 1956, 
p. 46:6. 


Keeping a Box Score on Suppliers’ Performance 


ONE WaAy to eliminate guesswork in choosing suppliers is to establish a 
rating system, according to James O. Bengston, president of the Chicago 
Apparatus Co., laboratory equipment supplier. The method, originated 
by Gencral Electric Co., helps the customer rate the somewhat intangible 
factors of quality and service, and to weigh them against the price factor. 
This is how it works: 

Point values are assigned to each of the three factors; for example, 
price might be assigned 40 points, quality 30 points, and_ service 
30 points. 

Next, vendors are given a price rating, based on current quotations. 
The lowest price is given a full rating, in this case 40 points. Other 
vendors are graded to this scale; thus if vendor B’s prices are 10 per 
cent higher, his rating would be 10 per cent lower, or 36 points. 

To rate quality, the buyer compares the number of acceptable lots 
with the total lots received. If vendor A’s merchandise has been ac- 
ceptable 95 per cent of the time, his rating for quality would be 28.5 
(95 per cent of the possible 30 points). 

Service is the most difficult of the three factors to evaluate, and per- 
haps the most critical. To simplify the rating, some companies keep a 
record of the percentage of merchandise received within 10 days of 
the order. Others use a more complicated system, based on delivery 
promises and the performance of certain critical materials. 

Once the ratings are compiled, the customer can rate his source as 
excellent, good, fair, or unacceptable by totaling the ratings of the three 
categories. And the customer can also review each factor separately for 
possible trouble spots. 


AUGUST, 1956 


Do-It-Yourself Production Control 


IS YOUR production control system cumbersome or ineffective? If so, 
perhaps you should consider turning over the details of production 
control to your individual workers. That is what the John Bean Div., 
Food Machinery & Chemical Corp. (San Jose, Calif.), has done. 

Each production worker records his hourly progress on a simple graph. 
By plotting his progress curve, he then knows at all times how his 
production compares with the job standard. A rising curve tells him he 
is using his time and skills effectively. A declining curve shows both the 
operator and his supervisor that improvements are needed. They might 
include added training, balancing the work load, improved maintenance, 
or tooling changes. Lost production due to machine failure is also 
recorded on the back of the chart for. appropriate action by the mainte- 
nance department. 

The system is especially helpful on non-incentive work, for the worker 
knows where he stands in relation to expected output. As his skill and 
output increase, he takes greater pride in his work and in his standing 
with other employees. From a supervisory standpoint, the graph points 
up worker fatigue, as well as faulty work flow, lubrication time, down 
time, and other production difficulties. 

—Mill & Factory 6/56 


Hasty Hiring Can Be Costly 


HOW MUCH does it cost your company to hire a man who doesn’t succeed? 
Probably a lot more than you think. One recent survey showed that the 
cost of hiring a $6,500-a-year man who stayed on the job 14 months, 
and then left, was a minimum of $16,000. 

The chances are you can quickly figure your own company costs, and 
they won't be too far out of line with the above figures. Take the time 
of searching for your man, then add the cost of interviewing periods by 
personnel heads, the executive time of interviewing, paperwork involved, 
the familiarization period of the man finally selected, and the long, long 
training time (even if your man is experienced) put in by so many com- 
pany people. Total it up and you'll have your answer. It may surprise you. 

ne Topics (Methods Engineering 
Council, Pittsburgh) 5/6/56 


AMA FINANCE CONFERENCE 


AMA’s Fall Finance Conference will be held Wednesday 
through Friday, October 31—November 2 inclusive, at the 
Hotel Roosevelt, New York. 
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Where Will Tomorrow’s 
Cost Reductions Come From? 


WHENEVER THE PRESSURE is on to 
bring costs down, management is apt 
to reach for its stop watch and start a 
cost reduction program centered on 
labor costs. We are doing so again 
today, for we have a new slogan to 
apply to our cost reduction needs: 
automation. But this hope cannot be 
realized immediately, for automation 
involves an expensive, time-consum- 
ing mechanical reorganization. 

In 1936, direct labor comprised 
almost 20 per cent of the manufac- 
turer’s sales dollar. Today, it averages 
7.5 per cent, even though the average 
wage rate has increased from 25 
cents to the present $1.90 an hour. 

This labor cost pattern furnishes 
a clue to tomorrow’s cost reduction. 
Even a 25 per cent reduction in this 
7.5 per cent productive labor cost 
would represent a saving of less than 
2 per cent on the sales dollar. In 
short, we have raked over this field 
of saving rather thoroughly. 

Where, then, should we look for 
cost reduction possibilities? Let’s ex- 
amine a few neglected areas right 
under our noses. The first possibility 
is the reduction of material costs 
through the substitution of materials. 
New materials are being developed 
every day. Assign some enterprising 
engineer to this field. Put him to 
work exclusively at finding and de- 
veloping new materials. You may be 
surprised at the cost reduction possi- 
bilities. 
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Again, have you thought of review- 
ing your engineering specifications, 
material lists, tolerances, and other 
aspects of product fitness defined by 
your engineering department? There 
are many dollar savings here, for a 
review of your engineering drawings 
will invariably reveal a series of parts 
which are made to live as long as 
Methuselah, as well as parts that will 
not live through the nursing stage. 

Improvement may be required in 
parts that are constantly wearing out. 
There are often several such com- 
ponents in a product that have a 
short life expectancy. One company 
doing $10 million in sales saved 
$750,000 by the process of equaliz- 
ing, through one-horse-shay engineer- 
ing, their tolerances and their ma- 
terials used to produce the final prod- 
uct. Specialized and* non-standard 
parts also afford possible cost reduc- 
tion. No engineer should design a 
special part similar to the standard 
piece without special permission. For 
standardized parts offer these impor- 
tant advantages: large quantities can 
be ordered, thus reducing unit costs; 
interchangeability or substitution of 
parts becomes easier; and most im- 
portant of all, engineers become more 
aware of the cost factor in product 
design from the very beginning. 

To avoid waste, engineering-change 
notices should show the amount of 
material the changes will render ob- 
solete. All such engineering changes 
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should be approved in advance by an 
operating committee, and the engineer 
should demonstrate that the change 
is required solely to improve the 
product's quality. Here is cost reduc- 
tion money just waiting to be saved. 
If tomorrow’s cost reductions are to 
be realized, much will depend on an 
engineering department whose one 
objective is to make a successful prod- 
uct, better and cheaper. 

Many companies have tried relo- 
cating their plants to reduce labor 
costs or other operating expenses. But 
equally important savings can result 
from better movement or flow within 
your present plant. The cost reduc- 
tions resulting from a flow chart can 
save you many dollars. 

Today, most labor in the average 
plant is regulated by the tempo of 
the machine or a line. If we control 
that tempo properly, we can usually 
get an honest day’s work for a day's 
pay. But a careful study of the time 
the equipment is in actual operation 


may be very profitable and lead to 
savings in operating efficiency. 

As direct labor has diminished in 
content per unit of output, indirect 
labor and other items of overhead 
have increased, so that overhead is 
now perhaps the largest single ele- 
ment in costs. 

When you deal with indirect or 
overhead costs, you are dealing with 
costs which cannot readily be seen in 
the final product. Costs which origi- 
nate as an expenditure in departments 
not directly related to the actual pro- 
duction of goods must be prorated 
and distributed. It is evident then, 
that such indirect costs offer tremen- 
dous possibilities for cost reductions, 
but to segregate them requires proper 
controls. It is in areas such as these 
that tomorrow’s cost reductions will 
be found, but it will require energy, 
planning, and hard work. 


wFrom an address by Fred V. 
Gardner before the Seventh An- 
nual Industrial Engineering In- 
stitute (University of California). 


Tips for the Trade Show Exhibitor 


TRADE SHOWS can produce profitable 
sales leads for the exhibitor—or they 
can be financial nightmares. Unless 
your company has a good system for 
picking the best shows and deciding 
how much to spend, your trade-show 
programming may be completely out 
of line with the rest of your sales 
promotion activities. 

Because of the nature of our prod- 
ucts and retail markets, the American 
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Floor Surfacing Machine Co. has 
found it necessary to establish a 
quick screening technique to evaluate 
a show’s exhibitor potential for our 
company. These are some of the 
methods we use: 

1. In the case of an established 
show, we ask for copies of attend- 
ance records. But it is wise not to 
place too much importance on these 
totals. Some. lists are padded to in- 
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clude the names of all exhibitor per- 
sonnel, even though only one or two 
have actual buying power or author- 
ity; others will include the names of 
every person who attends. 

2. We are very much interested 
in who is admitted, and how they 
are identified. If no _ identifying 
badges are given attendees, it is impos- 
sible for booth personnel to determine 
whether they are addressing a dealer, 
a wholesaler, a retail customer, or 
even a competitor. 

3. We want to know who is be- 
hind the promotion. 

4. We check on the accuracy of 
the promoters’ claims. Sometimes 
brochures are so worded and follow- 
up correspondence so specious that it 
is extremely difficult to judge the 
claims. It is a smart idea to contact 
editors of business publications (who 
serve the same individuals or market 
the show is aimed at). We have 
found these people and their space 
representatives cooperative and full 
of useful suggestions. 

5. We make sure the show pro- 
vides a proper showcase for our prod- 
uct. It may be prudent to send a 
representative of the company to at- 
tend the show rather than go in the 
first year as an exhibitor. 

6. During a show we talk with 
fellow exhibitors, to get their opin- 
ions of it. We also see how the 
show compares with initial claims. 

7. We record the name and ad- 
dress of all interested prospects who 
stop by the booth and later tabulate 
and evaluate the follow-ups. 

An extremely important considera- 
tion in judging the potential of any 
trade show is both its over-all pro- 
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gram and the portion of that program 
devoted to encouraging visitors to 
view the exhibits. A few trade shows 
today are heavily weighted in favor 
of social programs. The philosophy of 
the show management, in this case, 
is that the show is merely a vehicle 
to benefit the trade association. 

Another point to consider is the 
total cost of attending a trade show. 
This is always far beyond the initial 
cost of the booth itself. To stay with- 
in our budget and provide essential 
information on the show, we have 
worked up a trade show schedule 
form. This form is needed by our 
shipping department and by the in- 
dividuals who attend the show. It 
serves as a constant reminder for the 
liaison man who coordinates person- 
nel, materials, and travel procedures. 
And it furnishes a running account 
of the costs for each of the shows we 
attend. 

A few years ago we made a realis- 
tic appraisal of our trade show ob- 
jectives in terms of what we wanted 
our presentation to accomplish and 
the impression we wished to make 
on the viewer. We found there were 
many pitfalls in the path of the un- 
wary exhibitor. 

Observe the flow of traffic at a 
typical trade show, for example. It 
flows down the aisles, stopping mo- 
mentarily to pick up a sample here 
and there or glance at an exhibit. Is 
that brief look enough to sell the 
product or to warrant exhibiting the 
product? Can the prospect enter the 
booth to see the merchandise and ex- 
pose himself to reason-why sales 
talks? In the majority of cases this 
just doesn’t happen. Again, many 
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exhibitors attempt to cram too much 
merchandise into a limited area. This 
simply confuses the prospect. 

So we decided to do something to 
improve our approach. Our first step 
was to design a series of booths, well 
within our budget limitations, that 
provided ample distance between the 
product and the prospect and thus 
gave meaning to the product. And we 
encouraged people to enter our booth 
by keeping it clean and attractive. 

To insure yourself a better than 
fair chance at a trade show, then, 
remember these eight rules for suc- 
cessful exhibits: 

1. Build a professional display. It 
will help bring out the best in your 
products. 

2. Don’t overcrowd by showing 
too much merchandise. 

3. Concentrate on one major sales 
theme. 

4. Rehearse and train the per- 
sonnel who will man the booth. 


5. Put enough distance between 
the product and the prospect so he 
has a chance to appreciate the prod- 
uct. 

6. Design your booth to encour- 
age the prospect to enter it. 

7. Be friendly, courteous, and 
sincere—no matter how silly the 
question or how tired you may be. 

8. Don’t tell the prospect your 
troubles. You are there to help solve 
his problems. 

One final reminder: There’s no 
question that a poor booth location 
at a show often is worse than none at 
all. To guard against this, determine 
in advance the shows in which you 
want to participate. Then place your 
order for three alternate booth loca- 
tions. Such a procedure also will help 
you come up with the best exhibit 
for your product. 


James B. Lynn. 
Printers’ INK, 
June 29, 1956, p. 70:6. 


Qualities That Spell Success in Selling 


WHAT ARE the traits and work habits of successful salesmen? A strong 
measure of self-confidence, the ability to plan intelligently, industrious- 
ness, and persuasiveness rank high among them, according to a study of 
564 salesmen in various industries. The rating of these salesmen by sales 
executives produced interesting comparisons between successful and un- 


satisfactory sales performance. 


Here are the 10 most significant attributes and the percentage by which 
the scores of the excellent salesmen exceeded those of poor salesmen: 
self-confidence—75 per cent; planning ability—74 per cent; industrious- 
ness—60 per cent; persuasiveness—52 per cent; intelligence—48 per 
cent; technical knowledge—44 per cent; interest—44 per cent; ambi- 
tion—38 per cent; health—30 per cent; and social development—26 


per cent. 


—Eugene J. Benge in Sales Management 6/15/56 
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Breaking Down the Barriers to 
Labor-Management Cooperation 


THERE ARE many areas of difference 
between management and unions to- 
day, and it is likely that there al- 
ways will be. Their objectives differ 
on a number of scores, and there is 
a wide divergence in their attitudes 
and policies concerning the respective 
rights and obligations of companies, 
unions, and employees. But on the 
fundamental goals of the American 
economy, there is general agreement: 
Both management and labor want full 
employment and a rising standard of 
living. 

In contrast with the vastly health- 
ier industry-labor atmosphere achieved 
in this country in recent years, com- 
munication between management and 
labor leaders has failed to make much 
headway. Each group is still inclined 
to regard the other as a different kind 
of human creature. There is a little 
of the cold war touch in their rela- 
tionship, with each group staring 
across the fence at the other. Un- 
fortunately, most of the communicat- 
ing on subjects affecting management- 
labor relations takes place between 
managers on the one hand and _ be- 
tween union leaders on the other— 
each convincing the already con- 
vinced. 

Industry has a pressing interest 
in improving this condition. The 
relative harmony achieved in recent 
years has been made possible in large 
part by a 10-year period of almost 
uninterrupted prosperity and increas- 
ing production. The real test will 
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come during a future downward 
swing of the cycle, however distant 
this may be. 

One of the problems that has 
harassed American management in its 
past dealings with labor has been its 
essentially defensive posture in major 
labor developments. Issues have been 
created and fostered by the unions 
as management watched from the 
sidelines. Then when labor thought 
the right moment was at hand, it 
presented these issues at the bar- 
gaining table. By this time, manage- 
ment’s alternative to a major battle 
too often was to submit to the de- 
mand or effect a compromise, with- 
out sufficient time to study either 
the problem or labor's viewpoint. 
If management can now keep abreast 
of these developments from the be- 
ginning, by improving its communica- 
tions with labor, it will be in a better 
position to take the initiative where 
desirable, or at least be prepared to 
deal with these issues decisively at 
the proper time. 

Labor has an equally important 
stake in the improvement of such 
intercommunication. Union leaders 
have acquired new problems with the 
growth of organized labor, with the 
greater maturity of the labor move- 
ment, and, particularly, with the re- 
cent AFL-CIO merger. More will 
now be expected of labor leaders by 
the public and by their own con- 
stituents than ever before. Aggres- 
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siveness will no longer be the prime 
qualification for union leadership. 
The qualities demanded will be ma- 
turity, stability, judgment, progressive- 
ness, and fairness. There is no better 
way for labor leaders to demonstrate 
these qualities than by displaying a 
willingness and ability to achieve a 
closer relationship with management. 
And such a relationship is, of course, 
dependent on a much improved sys- 
tem of intercommunication. 

Improved communication, general- 
ly, depends on the success of efforts 
within individual companies—be- 
tween individual managements and 
unions. But communication between 
managers and labor leaders is no 
substitute for direct and regular com- 
munication between management and 
employees. Too many companies do 
not yet fully appreciate how much 
their over-all relations with their em- 
ployees depend on the free exchange 
of ideas. 

The problem is heightened by the 
fact that unions are good communi- 
cators. They have to be; it is one 
of the principal ways of maintaining 
their membership. For management, 
preoccupied by the pressures of run- 
ning a business for its stockholders, 
the function of employee communi- 
cation may seem less urgent. And 
yet, in the broadest sense, the key 
problem in attracting a fair share 
of the respect and loyalty of the em- 
ployee hinges on such communication. 
Much depends on management's abil- 
ity to create a truer image of itself 
in the minds of employees—an image 
reflecting a genuine concern for the 
welfare of its workers equal to or 
greater than that of the unions. 
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But even if good employee rela- 
tions are sustained by effective com- 
munications, management still needs 
to maintain good relations with union 
leaders. It is easy to attack people 
you don’t know, whether they are 
union leaders or managemert rep- 
resentatives. It is only human _ to 
resist what one doesn’t understand. 
Most managers recognize the value 
of participation as a means of creat- 
ing better understanding and accept- 
ance of new ideas in handling their 
own affairs, but it sometimes seems 
that managers forget these basic 
principles of human relations when 
it comes to dealing with the men 
selected by its employees to run their 
unions. Yet effective communication 
and understanding between managers 
and labor leaders concerning their 
respective problems is the vital in- 
gredient in the improvement of man- 
agement-union relations and in the 
development of labor stability. 

The “how” of communication is 
not easily defined, of course. Methods 
and techniques that would work in 
one set of circumstances may be 
wholly inappropriate to others. How- 
ever, certain observations can be 
made about the successful achieve- 
ment of management-union commu- 
nication. 

At least in the beginning, ar ef- 
fective management-union communi- 
cation program might be more likely 
to succeed if it avoided agenda, 
memoranda of understanding, min- 
utes, and all the other formal trap- 
pings used as tools in later phases 
of labor relations. A great deal will 
have been accomplished if union 
leaders and managers simply get to 
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know each other around the dinner 
table, as well as around the negotia- 
ting table. In time, more specific 
programming and accomplishment 
can be achieved, after each side has 
had a better opportunity to realize 
what makes the other side tick. How- 
ever, neither side should initiate this 
kind of program with impossible ex- 
pectations. It is better to expect too 
little than too much. Neither side 
should expect to convert the other 
overnight. 

The broad and pressing problem 
of improving management-union re- 
lations is best tackled, initially at 


least, at the company level; otherwise 
it is not practical to expect much 
progress on a broader basis. Never- 
theless, better communications and 
improved relations, on a_ national 
scale, between management and labor 
leaders is an objective to which 
industry might well turn its attention, 
even though the time may not yet 
be ripe for concrete action in this 
direction. 


aFrom an address by Mark W. 
Cresap,, Jr. (Executive Vice Presi- 


dent, Westinghouse _ Electric 
Corp.) before the Edison Elec- 
tric Institute. 


Seven Sacred Cows of Clerical Routine 


OFFICES COMPLAIN of red tape, but 
latest data still confirm that little is 
being done to halt the general trend 
toward higher costs and larger volume 
in creating, processing, and filing 
‘papers. Let us look at some of the 
dead weight we are maintaining: 

1. Personnel and paperwork. Job 
specifications for routine, repetitive 
clerical operations continue to call 
for bright, ambitious, and healthily 
curious high school graduates. In 
such operations, brightness en- 
courages boredom, ambition stimu- 
lates a wandering eye for “greener 
jobs,” and curiosity questions just 
when all the required skills will be 
utilized. Such introspection success- 
fully minimizes productivity. 

Of course, we could start hiring 
persons who would accept routine 
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and take pride in the unit. We could 
recognize good work when it is done, 
express constructive interest in person- 
nel activities, and explain the rela- 
tive importance of each job in the 
total picture. We could do all these 
things—but at the risk of having to 
give up our notions about the unique 
character of clerical personnel. 

2. Quality and paperwork. Quality 
control could be introduced into the 
office, but first we would have to 
admit that something less than 100 
per cent accuracy is efficient in 
paperwork. Second, we would have 
to establish just how accurate it paid 
to be—and that is decision-making 
in a big way! 

We know that quality contro! is 
working in the factory with positive 
savings and benefits. We even know 
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of clerical operations that have suc- 
cessfully applied scientific quality 
improvement. It is even possible, we 
hear, to establish within a matter 
of days just what the cost and quality 
of a paperwork operation should be. 
But it would not work with us be- 
cause we are different. Aren’t we? 

3. Common sense and paperwork. 
Discussing scientific quality control 
or other highly developed techniques 
of records management plays havoc 
with a favorite thesis around the 
office: the flippant assumption that 
common sense can tackle all prob- 
lems. Certainly nothing has managed 
so well to keep paperwork operations 
in semi-efficiency and deserved dis- 
repute. Common sense is, of course, 
a valuable asset in the office. It is 
also invaluable in engineering, law, 
and medicine, but we certainly do 
not attempt to practice these pro- 
fessions on the strength of common 
sense alone. 


4. Folders and paperwork. From 
the early days of manuscript paper 
until today, our administrative prog- 
ress has been measured in terms of 
how many additional papers we can 
accumulate within the confines of 
one folder and how many additional 
folders within one records container. 
But we are no longer content with 
folders; we have designed comple- 
mentary records on vertical cards, 
visible cards, punched cards, etc. The 
result is that the 10 largest basic 
record groups in any company (such 
as vouchers, engineering drawings, 
etc.) number less than 40 per cent of 
the total records accumulation. 

Now, since we have augmented 
the folder with so many aids, a radi- 
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cal might want to modify the use of 
the folder itself. Luckily, however, 
about 10 per cent of the folder may 
be essential—and once we have the 
folder for 10 per cent of the papers, 
it might just as well include the other 
90 per cent as well. 

There’s no point in an “agonizing 
reappraisal” for paperwork. The next 
thing we know, we might be work- 
ing with non-bulky records, con- 
veniently located near the person 
maintaining them. There is such a 
thing as going too far. 

5. Filing and paperwork. Cen- 
tralization versus decentralization of 
filing was a nice subject for dis- 
cussion, until some companies started 
to talk about decentralized files with 
centralized control. (That hampers 
the classic debate, because you can 
“have the cake” of files readily ac- 
cessible and still “eat it” by setting 
up basic standards of categories and 
classifications.) What really is up- 
setting the applecart, though, is a 
new concept: “mobile files,” which 
would move as the work and refer- 
ence demanded. Of course, this 
would make pertinent papers avail- 
able to those who need them and 
locate the file with the person cur- 
rently responsible for it. It is, how- 
ever, disconcerting to contemplate 
not being able to leave vestigial 
groups of contract papers and folders 
among the various departments—for 
sentiment, if for nothing else. 

6. Reporting and paperwork. The 
tremendous volume of reports in 
most companies is a large overhead 
cost that usually grows by default, 
expands with ambition, and con- 
tinues with inertia. 
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objective techniques can 
evaluate just how healthy a report- 
ing system is and develop reporting 
in terms of objective needs at all 
levels of management. This, how- 
ever, would take all the fun out of 
reporting, and all that would be left 
would be pertinent data for those 
who need it. 

7. Cost and paperwork. The 
average company maintains at least 
2,000 pieces of paper for every 
person on the payroll. Processing 
these records at a conservative 20 
cents apiece creates an overhead cost 
alone of $400 per year (equipment, 
supplies, personnel, etc.) for every 
man on the payroll. In some types 
of business, the cost may be five or 


ten times greater. These substantial 
amounts are eating away at net 
profits in every company. And there 
is 65 cents waste in the average 
dollar spent for paperwork today. 

These are embarrassing (though 
proven) data. Isn’t it much better 
to hide the knowledge that there are 
new professional techniques to es- 
tablish effective paperwork? Isn't it 
much better to muddle along with a 
few “school solutions” and common 
sense than admit the need for change 
or for assistance? 

It must be better, because that is 
what we are doing. 


Arthur Barcan. 
OFrFicE MANAGEMENT, 
June, 1956, p. 36:3 and 
July, 1956, p. 30:3. 


Pension Benefits on the Increase 


PENSION PLANS of U.S. industrial corporations are providing more 
generous retirement benefits for employees today than a few years ago, 
according to a recent study on industrial retirement plans by the Bankers 
Trust Company. 

The study covered changes made in pension plans over the past threc 
years in 116 industries with some 4 million employees. 

Here are some highlights of the study: 

From 1953 to 1955, more than half the plans had been revised to 
provide larger benefits. 

Fewer plans now require employees to contribute. Yet the number 
that require employee contributions remains relatively large. 

More plans have either eliminated or liberalized limitations on maxi- 
mum pensions. 

—The New York Times 6/17/56 


AMA RESEARCH AND DEVELOPMENT CONFERENCE 


A Research and Development Conference will be held by 
the Association Thursday and Friday, October 18 and 19, at 
the Hotel Statler, New York. 
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For the Specialist . . . 


Pre-Severance Benefits in Deferred 
Profit Sharing: A Survey 


IN RECENT YEARS, a number of 
profit-sharing companies have intro- 
duced loan and withdrawal provisions 
in their profit-sharing plans, and in- 
dications are that an_ increasing 
number are thinking about adding 
such provisions in the future. The 
continuing drive for employee securi- 
ty provisions, coupled with the rising 
cost of living, creates an increased 
desire, especially on the part of the 
younger worker, to get money from 
the deferred plan to take care of 
what he considers to be some of his 
more urgent immediate needs. 

Of 265 profit-sharing companies 
participating in a recent study con- 
ducted for the Profit Sharing Re- 
search Foundation, about 40 per cent 
have loan or withdrawal provisions 
in their plans. The majority of de- 
ferred profit-sharing plans still care- 
fully protect the employee's interest 
in the fund for his retirement securi- 
ty, or for payment to him when he 
quits or his employment is terminated. 

The tendency on the part of 
companies is to install more with- 
drawal provisions than loan _provi- 
sions. The factor that limits the 
profit-sharing loan provision may be 
the widespread availability of loans 
from other sources in the company. 

Loan provisions. Profit-sharing 
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loan provisions are prevalent among 
all sizes of profit-sharing companies, 
but as the size increases, there tends 
to be a slight increase in the per- 
centage of companies reporting such 
provisions. Twenty-nine per cent of 
the loan provisions are in companies 
with both cash and deferred profit- 
sharing plans, and 58 per cent are 
in contributory plans. Fifty-four per 
cent of the companies indicated that 
they consider their loan provision to 
be an essential part of their plan. 

The main reason given for install- 
ing loan provisions is to provide for 
employee emergencies—either finan- 
cial emergencies of any kind (50 
per cent), or those resulting spe- 
cifically from sickness, accident, or 
death in the employee's family (54 
per cent). A _ considerable number 
of the companies (56 per cent) also 
make loans to enable employees to 
purchase homes. 

Decisions on loans are made by 
special committees made up of mem- 
bers of the plan in 46 per cent of 
the cases and by the trustees in 27 
per cent. Fifty-two per cent of the 
companies reported that they try to 
discourage loans from the fund, and 
27 per cent encourage them; 21 
per cent neither encourage nor dis- 
courage the use of these provisions. 
Loans are controlled in part by plac- 
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ing restrictions in the agreement as 
to the purposes for which loans are 
to be made, the amount that can be 
borrowed, and the time allowed. 
Other administrative techniques used 
to discourage too many loans for un- 
important purposes include the es- 
tablishment of an employee board 
to pass on all applications; processing 
applications through channels; em- 
ployee counseling; and _ occasional 
turndowns on requests for loans. 
Most companies do not penalize the 
profit-sharing member in any way 
for making loans from the _profit- 
sharing fund, except when he is in 
arrears with his payments. 

Loans are usually repaid through 
payroll deductions (58 per cent of 
the responding companies). Some 
trusts stated that they deduct the 
amount of the loan outstanding when 
the employee’s fund is liquidated 


(25 per cent). Only a few com- 


panies rely on the employee’s honor 
to repay the loan, and only in two 
cases did companies indicate that 
they have the employee sign a 
promissory note. 

Fourteen companies reported hav- 
ing no fixed'time limit on loans. Five 
companies each reported having one-, 
two-, and five-year limits on loans, 
and six reported 10 years or more. 
These longer loans were primarily 
for allowing the purchase of a home. 

There is no set pattern for in- 
terest rates on profit-sharing loans. 
Four companies indicated that they 
charge no interest; the most frequent 
fixed rate is 4 per cent, and 12 
companies stated that they vary the 
interest rate with various local factors. 

In the majority of cases, not many 
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loans are made from profit-sharing 
funds; however, in instances where 
employees are encouraged to use the 
provision, as high as 25 or 30 per 
cent of the employees may borrow 
money during a given year. 

Withdrawal provisions. More profit- 
sharing plans provide for withdrawals 
than have loan provisions, partly be- 
cause some plans, rather than being 
primarily retirement-type plans, are 
designed only to defer payment for 
a specified number of years. Of 70 
cases of withdrawal provisions re- 
ported in this study, 47 per cent are 
in companies that have other ar- 
rangements for the employee to 
borrow money within the company. 
Forty per cent of the withdrawal 
provisions are in combination profit- 
sharing plans, and 30 per cent are in 
contributory plans. 

Sixty per cent of the companies 
indicated that the withdrawal pro- 
vision is essential to their plan, and 
37 per cent stated that it is not con- 
sidered important. As the size of the 
company increases over 1,800 em- 
ployees, the importance seems to 
increase considerably. 

The ma‘ority of withdrawal pro- 
visions were instituted in order to 
provide for employees’ financial 
emergencies (66 per cent). In some 
cases, the withdrawal provisions were 
installed to help the younger members 
get established; in others, to help 
the older members meet some of 
their needs. Thirty-nine per cent 
allow withdrawal for any reason. 
Only 11 per cent of the companies 
permit withdrawals for the purchase 
of a home. 

Forty per cent reported that a 


653 


q 


special committee, composed of mem- 
bers of the plan, make the decision 
on granting the right to withdraw. 
In 17 per cent of the cases, the 
trustee or trustees make the decision; 
in 25 per cent, the right to withdraw 
is optional with the employee, but 
there is usually a rather stiff penalty 
attached to withdrawal if the plan 
is primarily of a retirement type. 
Seventy-six per cent of the 21 
companies having contributory plans 
stated that they allow complete with- 
drawal of employee contributions; 
24 per cent stated that they do not. 
Eleven per cent of the companies 
allow only complete withdrawal of 
all funds. Thirty-nine per cent allow 
only partial withdrawal, and 34 per 
cent permit either complete or partial 
withdrawals. Sixteen per cent of the 
plans having withdrawal provisions 
are of the savings, or yearly partial 
withdrawal type. Thirteen per cent 
of the companies do not allow any 
withdrawal of company contribution, 
although they permit withdrawal of 
the employee contribution. 
Seventy-three per cent of the com- 
panies indicated that they tend to 
discourage the use of the withdrawal 
provision; only 3 per cent encourage 
withdrawals, and 19 per cent are 
neutral about withdrawals. Among 
the wide variety of practices used to 
discourage the withdrawal of funds 
is the use of committees or trustees 
to pass on applications for with- 
drawals. Some companies also de- 
mand proof of emergencies, written 
statements, and the like, from em- 
ployees. Others carefully investigate 
each application for withdrawal, and 
some try to discourage employees 
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through the use of counseling tech- 
niques and the spreading of with- 
drawal payments over a long period. 

Fifty-four per cent of the com- 
panies listed various kinds of losses 
incurred by the employee who with- 
draws from the fund. Seventeen per 
cent reported that there are no losses 
connected with withdrawals. The 
penalties for withdrawals vary con- 
siderably from company to company. 

If the plan is primarily a retire- 
ment-type profit-sharing plan, em- 
ployees seldom use the withdrawal 
privileges; however, when there is a 
fixed withdrawal provision that op- 
erates after a certain number of 
years, when the employees are al- 
lowed to withdraw a certain per- 
centage of each year’s contribution, 
there is a more liberal use of the 
withdrawal provision. 

Eleven companies reported having 
both loan and withdrawal provisions, 
and in these cases the indication 
seems to be that the loan provision 
is preferred. 

Loan and _ withdrawal provisions 
can serve useful purposes in the de- 
ferred profit-sharing plan. They can 
be used effectively to make the profit- 


sharing fund more beneficial to the 


employees by providing them with 
(1) assistance in case of unexpected 
eme:gencies, either financial or 
medical; (2.) assistance in the pur- 
chase of a home; (3) supplemental 
income curing unemployment; and 
(4) facilities for saving. 


aj. J. Jehring, Pae-SEVERANCE 
BENEFITS IN DEFERRED PROFIT 
SHARING (Profit Sharing Research 
Foundation, 1718 Sherman Ave- 

nue, Evanston, IIl.). 
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Group Life Insurance Plans on the Rise 


MORE NEW group life insurance was purchased in 1955 by workers in 
American business and industry than in any previous year, according to 
preliminary estimates made by the Institute of Life Insurance. New 
group plans set up for workers in private industry last year totaled $9.3 
billion, an increase of $2.7 billion over the 1954 figure, and accounted 
for over 26 per cent of all life insurance. 

More than 2.4 million workers were brought under group insurance 
protection in 1955. More than half the employed, non-agricultural 
workforce—31 million workers—now owns group life insurance, the 
Institute reports. This represents an increase of 20 million persons 
covered during the last 10 years. 

The total amount of such insurance in force with employee groups 
was estimated at $102 billion at the beginning of 1956. The average 
group certificate has reached record levels as well; in 1950, it averaged 
$2,480; in 1955, $3,290. 

State regulatory laws have reflected this expansion. Until recently, 
state laws in most states required a minimum of 25 persons in the 
coverage of a group policy. But during 1955, 14 states enacted statutes 
reducing this minimum to 10, while in another 13 states there has 
been no minimum requirement established. 

—lInsurance Advocate 3/10/56 


How Pension Coverage Is Growing 


MORE THAN one-half of all Americans 65 years and older now have 
some assured income for life under a public or private retirement pro- 
gram, according to the Institute for Life Insurance. 

The number of persons receiving such benefits in this age group has 
doubled in the last five years, from 3.5 million to more than 7.2 million. 
This figure represents 51 per cent of the total 14.1 million persons 65 
and older. 

Large numbers of this group also receive income from more than one 
source, such as a private pension and Social Security, the Institute 
reported. And in many cases, their income is supplemented by returns 
from accumulated savings and investments as well. 

—Journal of Commerce 5/2/56 


COFFEE BREAKS seem to be here to stay. Of 170 companies recently 
surveyed by the Office Management Association of Chicago, 128 pro- 
vided regular rest periods, while 23 permitted their employees to take 
breathers at their own discretion. Only 19 per cent of the companies 
did not permit coffee breaks. 
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Boosting Your Sales with Color 


Cotor in marketing today is no fly- 
by-night fad. Any manufacturer who 
thinks so is making a big mistake. In 
automobiles, kitchen appliances, up- 
holstery, dinnerware, clothing, house 
paint, and a dozen other things, the 
demand for color in all combinations 
is going to grow. To meet this de- 
mand, manufacturers should make 
color as much a part of their business 
as good design. 

The boom in color is a manifesta- 
tion of the public’s new emotional 
sensitivity to color. Color, today, is 
not the same thing to the average 
American as it was 20 years ago. 
Colors have entirely new values, new 
meanings. Colors used to be thought 
evidence of prejudice and class-con- 
scious symbolism: Dark colors were 
considered conservative, respected by 
people of class and taste; bright colors 
were loud and vulgar. 

A realization of color as a new 
dimension in modern design and its 
tremendous sales potential is spread- 
ing rapidly throughout American in- 
dustry. The automobile industry may 
be the most dramatic example, but 
it is by no means the only one. For 
example, in the past two or three 
years, kitchen appliances have under- 
gone a major transition. Seventeen 
per cent of all General Electric's 
major appliances are now in color, 
and it is estimated the figure will 
reach 50 per cent or more in a year 
or so. 

Telephones, too, are becoming a 
part of home furnishings, as witness 
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the six decorator shades offered by 
the New York Telephone Co. You 
have to wait, of course, to get your 
favorite color; the demand is that 
great. 

Such examples of color successes 
could be multiplied, but, of course, 
there are notable failures, too. One 
recent example was the introduc- 
tion of television receivers in various 
colors. A poor choice of palette was 
probably to blame, but this only high- 

~lights the urgency for scientific color 
research. 

Color must be tackled as seriously 
as any other phase of industrial pro- 
duction and marketing. In fact, it 
might even command extra attention 
in this period of its relative newness 
and rapid growth as a major factor 
in the keen competition for the con- 
sumer’s dollar. 

To determine what colors are likely 
to sell requires a combination of 
painstaking research, constant obser- 
vation, thorough knowledge of color 
values, and a minimum of hunch 
playing. Color patterns develop in 
specific ways and they can be charted, 
analyzed, and actively promoted. 

For the most part, color trends get 
their impetus from top designers in 
various fields. In the business of 
color, everyone watches everybody 
else, and they all watch the market. 

Once in a while a new color will 
take hold immediately, but generally 
it takes a couple of years to catch on. 
In fashion, color takes hold quickly; 
in home furnishings more time is 
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required. The reputation of the de- 
signer is also a factor. 

Of course, knowing which colors 
are acceptable and which will be- 
come acceptable is only part of the 
solution of the color problem. Any 
color has to be considered in relation 
to the shape, texture, and type of 
product. Color acceptance in one 
product line holds no guarantee for 
success in another. A color that looks 
fine in dinnerware may be deadly in 
upholstery or luggage. 

The type of merchandise is an- 
other major consideration. New high- 
fashion tones, successfully introduced 
at the top level, would fail dismally 
in the volume market. Generally 
speaking, high-fashion colors are pre- 
tested at the top before they are 
applied to the middle-class and mass 
markets. It’s common sense to insert 
into a volume line only those colors 
with the widest potential popular 
appeal. 

The problem of differences in 
regional tastes is narrowing consider- 
ably and is no longer a serious prob- 
lem. The continuing and increasing 
nationwide promotion of color and 
color schemes in all fields is rapidly 
breaking local prejudices. 


But there are some pitfalls, chiefly 
in production and merchandising. 
The right shade of a color is most 
important. There are literally hun- 
dreds of shades of charcoal gray, for 
example, and careless production of 
an off-shade may be ruinous. More- 
over, careless production may cause 
a perfectly good and fast-selling shade 
to go bad. Then again, a popular 
color may suddenly lose its popularity, 
and leave an overstocked manufac- 
turer holding the bag. 

Risk or no risk, color is one of 
the biggest factors in merchandising 
today. The smart manufacturer will 
learn how to cope with it, promote it, 
and make money with it. The pub- 
lic’s taste in color is being educated 
and stimulated more and more by 
good full-color advertising. The maga- 
zines and movies are pitching in with 
an increasing show of color. But 
probably the biggest source of color 
inspiration will come from color tele- 
vision, which will foster an even 
greater practical appreciation of color 
among Americans and bring greater 
beauty and _ satisfaction into their 
daily lives. 

Russell Wright. 


SALES MANAGEMENT. 
June 1, 1956, p. 54:4. 


THE USE of economic indexes and statistical guides is far from new. The 
price of wheat and silver has been traced in an unbroken line to 600 
B.C. Bishop Fleetwood, a 17th century Anglican cleric with a taste for 
economic research, traced English grain prices and money values back 
to the year 1066. Spaniards kept records of silver prices from 1501 to 
1660, as the economy of Europe was revolutionized by the influx of 
silver bullion from the mines of Mexico, Peru, and Ecuador. Early in 
the 19th century, the London Economist used the “sum of the relations 
of 22 prices” to compute an index number. 


—Dun’s Review and Modern Industry 2/56 
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What’s Behind White-Collar Unionization? 


wHy Do office employees join unions? According to Howard Coughlin, 
president of the Office Employees International Union, AFL-CIO, the 
reasons include these: 

Office workers—who make up almost one-third of the nation’s work- 
force—have been taking a financial licking. Their average salaries—in- 
cluding those of relatively well-paid engineers, draftsmen, and govern- 
ment employees—have now fallen $3 a week behind the average for 
manual workers. In 1929, the white-collar workers were ahead by $7 a 
week; so they have ‘taken a $10 loss. Moreover, run-of-the-mill office and 
clerical help are at a $22-a-week disadvantage when their salaries are 
matched with those of manual workers. The many fringe benefits once 
enjoyed almost solely by office workers have now been granted to pro- 
duction workers as well. 

Coughlin believes that automation will tend to speed up unionization 
of office workers, because people engaged in mechanized work are more 
disposed to become union members. He notes that at the present time 
employees operating data-processing equipment in offices are joining unions 
to a greater extent than workers in offices where these operations are 
still performed by clerks. 

—Business Week 1/28/56 


“| don't know just WHAT to suggest. You're the introverted, meticulous 
type who delights in detail work—only you're no good at it.” 


—Reprinted by permission of Vanguard Press, Inc., 
from Louder and Funnier, by Burr Shafer. Copyright, 
1951, by Burr Shafer. 
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For the Specialist ... 


Successful Package Design for the Retail Market 


IN DESIGNING a package that will 
sell, consumer needs are not the only 
important consideration. The require- 
ments of the marketing man, the re- 
tailer, and the production man must 
also be met. And these needs are not 
always identical. 

Basically, the consumer's wants are 
all related to convenience: 

1. Convenience of time and qual- 
ity. The consumer wants time-saving 
features in the product, but without 
any loss in the quality of the product. 
Thus, the product must be protected 
adequately to create répeat sales. 

2. Convenience in appearance. 
Quick and easy identification of prod- 
uct, quantity, and price is essential 
to attract the shopper’s eye. 

3. Convenience of form. Com- 
panies often design packages with 
large face panels to secure as much 
display space as possible. This some- 
times conflicts with the desire of the 
consumer, who wants a shape that is 
easy to handle. 

4. Convenience of simplicity. The 
consumer wants a simple package of 
clean appearance from which the 
product can be removed with ease. 

5. Convenience of varying quan- 


tities. Packaging a product in dif- 


ferent quantities to meet varying 
needs offers an important conveni- 
ence—though this can be overdone, 
in the retailer's opinion. 


AUGUST, 1956 


6. Convenience of combinations. 
Grouping small quantities of the same 
item or different items can be a major 
timesaver. 

7. Convenience of readiness. An 
example of this type of convenience 
is the food product packaged to elim- 
inate the need for dishes. 

8. Convenience of reusability. 
More and more products are ap- 
pearing on the market—often at a 
premium cost—in packages that can 
be reused for another purpose. 

9. Convenience of disposability. 
When a package is not to be re- 
used, it should be possible to dispose 
of it readily. 

10. Convenience of place. As our 
channels of distribution increase, it 
becomes necessary to package the 
same product in several ways. 

The retailer would agree with 
these convenience features desired by 
his customers, but he has some 
problems of his own related to the 
functional characteristics of the 
package: 

Clear identification. The package 
must tell its story quickly—i.e., 
identify the product, the net weight, 
the price, and how the product is to 
be used. 

Neatness and attractiveness. Dirty 
and dusty packages raise doubts in 
the consumer’s mind about the prod- 
uct. 
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Optimum sizes and shapes. Capital 
investment in shelf space is high, and 
odd shapes and packages with large 
face panels reduce the number that 
can be placed in a given area. 

Ease of price marking. A clearly 
identified, accessible spot for mark- 
ing the price on a package before it 
is removed from the shipping con- 
tainer reduces the time required for 
this operation. 

Sturdiness. Although the retailer 
wants product protection, he also 
wants a sturdy package to reduce 
or prevent damage to goods. 

The marketing man, too, wants 
most of the features in the package 
desired by the consumer, but he 
emphasizes these aspects: 

Package appearance. This objective 
coincides with that of the retailer 
and consumer. A clean, bright, at- 
tractive package pleases the consumer 
and adds prestige to the product. 

Package size. Here, the marketing 
man’s needs are different from those 
of the retailer and consumer. The 
competitive situation impels him to 
design his package so that it is as 
tall, wide, and thin as practical. 

Package transparency. This can 
increase sales of some products. 

Package cutouts. In some product 
lines marketing managers are re- 
sorting to deals, self-liquidating pre- 
miums, packed-in premiums, and 
package cutouts to hold or increase 
their sales. 

Package printing. With the need 
for more frequent copy changes to 
match his competitors’ special offers, 
the marketing manager is looking for 
a fast, inexpensive method of print- 
ing to permit these rapid changes 


to be made without sacrificing quality. 
Package costs. The marketing man- 
ager wants the most economical 
package he can get to meet the 
specifications of his over-all program. 
However, so much attention is 
given these three groups already 
mentioned that we often overlook the 
person who starts the package on its 
travels: the production man in the 
packaging room. Here is what he 
needs to achieve his objectives: 


Simple processing. The fewer 
pieces the production man has to 
handle to make the finished package, 
the easier his job. 

High-speed processing. Volume 
requirements are rising; faster ma- 
chines must be used to prevent ex- 
cessive capital investment in building 
space. The package will thus have 
to be designed to permit high-speed 
operation. 

Uniformity. For a plant to achieve 
high efficiencies at higher speeds, 
the packages handled by the machines 
must be of uniform quality both in 
material and functional characteris- 
tics. 

Problem-free packaging materials. 
The production man wants to run 
lines with a minimum of down time. 

Material handling. As the speeds 
of packaging lines increase, more 
efficient methods will have to be 
devised for moving the materials from 
the packaging manufacturer's plant to 
the user’s packaging machine. 

With this information we are now 
able to establish some guideposts to 
future developments in flexible pack- 
ages (excluding glass, metal cans, 
and rigid plastics, but including 
folding cartons). The package of the 
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future will have a clean, bright, 
attractive appearance. Its construc- 
tion will be simple; it will probably 
be made from a single wall, which 
will provide any degree of gas, 
moisture, and grease resistance re- 
quired for protecting the contents. It 
will be of sturdy construction to with- 
stand shipping and handling hazards, 
and will have a hard, scuff-resistant 


surface. It will provide transparency, 
when needed, without sacrificing 
other necessary characteristics. 

It will be rectangular in shape 
and designed to stand up on the 
store shelf. It will be of uniform 
appearance and construction, and will 
be reasonable in cost. 


Robert de Couch. 
MARKETING, 
June 8, 1956, p. 10:2. 


Organizing for Profit Improvement: 
One Company’s Program 


Recocnition of the need for profit 
improvement was the first step in the 
development of the Pitney-Bowes pro- 
gram. This need is generally fairly 
easy to recognize: Any decline in 
profit margins or capital return ratios 
extending over several months calls 
for investigation, and, unless some 
specific condition is disclosed, it 
certainly should be a warning that 
“tightening up” may be needed. 
Executive determination to make a 
profit-improvement program succeed 
will make up for innumerable mis- 
takes in conception and administra- 
tion. In the fall of 1953, Pitney- 
Bowes’ president decided that our 
profits should be improved, and that 
during the entire year 1954, the 
company would operate without any 
net increase in number of employees. 
Since we had experienced an annual 
growth in gross volume of about 15 
per cent during the postwar period, 
this meant that somehow we had to 
improve our efficiency in the aggre- 
gate by about the same amount in 
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1954 if we were not to bog down 
under the business load. 

The next phase in the program 
was the organization of the plan. We 
decided to seek the cooperation of 
several other companies of about our 
size within the industry to obtain a 
detailed comparison of cost and ex- 
pense data that might disclose 
areas where major improvement was 
possible. 

Coincident with the start of the 
study, we established an _ over-all 
profit-improvement committee to co- 
operate in preparing our figures and 
to coordinate the work of the profit- 
improvement subcommittees. This 
committee, under the general direc- 
tion of our executive vice president, 
had executive representation from 
each division of the company. The 
investigating subcommittees were es- 
tablished at the department level. To 
obtain objective viewpoints, two mem- 
bers of each subcommittee were 
drawn from outside the area being 
studied. The department manager 


661 


was made chairman and given the 
right to appoint one other member 
from within or without the depart- 
ment, as he saw fit. 

The next step in formulating our 
program was to establish detailed 
budgets for all units of the com- 
pany. A budget committee compiled 
a complete budget for 1954 and 


established a profit goal that was ~ 


accepted by the officers and directors 
at the first of the year. 

As a third step, we greatly ex- 
panded the scope of our office in- 
centives. Although this did not in 
itself play a major part in improving 
1954 profits, the system is continuing 
to grow and had a definitely bene- 
ficial effect on profits in 1955. 

The next phase, the motivation of 
both management and _ employees, 
was accomplished in several ways. 
Primary use was made of a quarterly 


progress report from the president, 
sent to the homes of all employees. 
These quarterly letters were supple- 
mented with direct discussions by 
the section supervisors at regular 


monthly meetings attended by all 
employees; information for the super- 
visors to use was sent to them by 
the president in a detailed monthly 
management newsletter. A __ large 
portion of the “jobholder meeting,” 
held just prior to the annual stock- 
holders’ meeting, was devoted to tying 
in the economics of profits with our 
wage policy and employee benefits, 
and our bi-monthly employee maga- 
zine featured several stories on the 
program and its results. 

Although the principal motivating 
force for employees was our profit- 
sharing plan, I do not believe that 
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the absence of a profit-sharing plan 
militates unduly against securing em- 
ployee cooperation: It is perfectly 
possible to demonstrate to employees 
how their job security and earnings 
depend upon improving the profits of 
the company. 

Another important facet of em- 
ployee motivation was the application 
of our wage and salary policy. We 
periodically review the compensation 
rates for our employees in comparison 
with the rates for comparable jobs in 
the area in which we operate and 
attempt to pay at least the average 
of what we consider to be the “better” 
companies in each area, which means 
paying considerably more than the 
general area average. As a result of 
this policy. we were in an excep- 
tionally good position to request and 
get better than average performance 
from our employees. 

Once the program had been es- 
tablished and the proper motivation 
effected, the matter of administration 
was relatively simple. 

The profit-improvement subcom- 
mittees were followed up periodically 
by the main committee, and interim 
reports were requested. The budget 
committee held monthly meetings, 
during which all variances from the 
budgeted figures were discussed and 
investigations made where called for. 
The follow-up on budget variances 
was made through the office of the 
executive vice president, where the 
authority was sufficient to insure 
compliance. The extension of office 
incentives was carried out through a 
staff assigned from our plant time- 
study department. 

A few figures will sum up the 
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over-all results of our profit-improve- 
ment program. In 1954, our profit 
before taxes was up $1,366,000, a 
29 per cent increase over the 1953 
figure. Our before-tax margin of 
profit in 1953 was 14% cents; for 
1954 it was up to 17% cents, and 


we achieved 19% cents for 1955. 
Our return on invested capital im- 
proved by 24 cents from 1953 to 
1954, with a further gain in 1955. 

aJohn O. Nicklis. 


N.A.C.A. BULLETIN, 
May, 1956, p. 1059:9. 


The Dangers of Getting Promoted 


EVER FEEL that the higher you rose in your company, the less satisfaction 
you got out of your work? If this thought has occurred to you, perhaps 
you should consider this recent warning issued by Dr. Robert Collier Page, 
prominent American specialist in industrial medicine: “There is terrible 
hidden danger in advancement, for unless you are up to the challenge 
mentally and physically, your next promotion could kill you!” 

Dr. Page believes that your capacity for tension has a limit. The pat- 
terns you establish in your late 20’s and early 30's largely determine 
your load-carrying capacities during later life. Most crackups are need- 
less; they are the self-invited penalty for material success. 

If you want to survive the promotion ordeal, Dr. Page offers this advice: 

1. Make up your mind definitely whether you think the pleasures of 
responsibility outweigh the inevitable pains. If they don’t, reject the 
responsibility—it is not for you. 

2. If your present responsibilities aren’t fun at least half the time, 
you're overburdened. Remedy: unload. 

3. Ration yourself quite a bit on food, liquor, tobacco, and travel. 
They're not appetites to be cultivated in a responsible position. 

4. Increase the amount of outdoor physical exercise you take, your 
leisure, and your vacations. You're going to need lots more of all three. 

5. Delegate more authority—even at the risk of being dubbed a buck- 
passer. It’s only good management practice—and even if it weren't, it’s 
better to be a live buck-passer than a dead go-getter. 


—Bulman’s Sales Trails (Bulman Bros., Ltd., 
901 Homer St., Vancouver, B. C.) 


AMA OFFICE MANAGEMENT CONFERENCE 


The AMA Office Management Conference will be held 
Monday through Wednesday, October 15-17 inclusive, at the 
Sheraton Astor Hotel, New York. 
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Who Gets the Jobless Pay? 


ONE OUT OF every three persons collecting unemployment insurance is an 
unskilled worker, according to a recent Department of Labor study, which 
presents clear-cut evidence of the importance of the skill and age factors 
in the duration of unemployment. 

Among the important findings: 

1. Clerical and sales workers, who represent about 30 per cent of 
non-farm employment, accounted for only 10 per cent of the insured 
jobless. 

2. Three out of four of the insured unemployed were men—a some- 
what higher proportion than they represent in non-farm employment as 
a whole. 

3. About three out of four unemployed persons were married. 

4. About two-fifths were over 44 years of age, compared with their 
total number of about one-third in non-farm employment. Unemployed 
men tended to be older than unemployed women. 

5. The average duration of insured unemployment was 7.4 weeks. 
About four out of 10 had been unemployed four weeks or less, and 
about one ovt of 10 for more than 14 weeks. Among workers 65 years 
and over, however, one out of every four had been unemployed over 14 
weeks. Women tended to be unemployed longer than men. 

This study, the first of a new series of monthly reports on workers 
drawing unemployment insurance benefits, was drawn from the Depart- 
ment of Labor’s figures. 

—IAPES News (2008 Highland Avenue, 
Louisville 4, Ky.) 5/56 


Management Training— 
There’s Room for Improvement 


MORE THAN 90 per cent of American corporations hold periodic meetings 
of salaried supervisory and management personnel, and more than 
70 per cent sponsor leadership-training and self-development programs. 
Fewer than half of these are completely satisfied with the content of their 
programs. So reports the Mutual Benefit Life Insurance Company 
(Newark, N. J.) after a recent survey. 

More than 70 per cent of the respondents had active management 
development programs, and 16 per cent more were considering initiating 
such a program. Of the companies with operating programs, 46 per cent 
expressed satisfaction with content and material, 16 per cent stated quali- 
fied satisfaction, and 38 per cent reported dissatisfaction. 

The chief shortcomings on the junior executive level, according to 
the survey: (1) inept human relations with subordinates or superiors; 
(2) lack of initiative and leadership; (3) failure to plan ahead. 

—Alfred G. Larke in Dun’s Review and Modern Industry 6/56 
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ALSO RECOMMENDED 


Brief Summaries of Other Timely Articles 


GENERAL 


THE MANAGER’S SPAN OF CONTROL. 
By Lyndall F. Urwick. Harvard Busi- 
ness Review (Soldiers Field, Boston 63, 
Mass.), May-June, 1956. $2.00. A re- 
examination of the “span of control” 
concept, which holds that no superior 
can supervise directly the work of 
more than five or, at the most, six 
subordinates whose work interlocks. The 
author analyzes criticisms of this prin- 
ciple and attempts to demonstrate why 
and how a restricted span of control 
can improve executive effectiveness, re- 
duce inefficiency, and foster coopera- 
tion, morale, and a sense of unity 
within the organization. 


TOP OFFICE IS A LONELY PINNACLE. 
Business Week (330 West 42 Street, 
New York 36, N. Y.), June 9, 1956. 
25 cents. In this survey of the atti- 
tudes of a score of corporation presi- 
dents, Business Week found among the 
men interviewed a high degree of self- 
insight and awareness of their respon- 
sibility to their companies, along with 
a strong and sometimes painful sense 
of isolation from others. Most of these 
presidents think that organizing ability 
and the ‘power of motivating subordi- 
nates are the key qualities of a suc- 
cessful top executive. 


THE CHANGING CHARACTER OF CAPI- 
TALISM. By Theodore Levitt. Harvard 
Business Review (Soldiers Field, Bos- 
ton 63, Mass.), July-August, 1956. 
$2.00. “Rugged individualism” has, 
it is said, been replaced by conformity 
and teamwork in business leadership. 
Unlike some sociologists, who fear that 
this may spell the end of our dynamic, 
competitive economy, the author be- 
lieves this trend in business leadership 
more nearly reflects the reeds of an 
advanced economy. Examining the 
economic and social forces underlying 
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this trend, he suggests that conformity 
can be a force for progress when it 
emphasizes scientific management and 
consciously emphasizes the importance 
of innovation and expansion. 


PLANNED DIVERSIFICATION OF INDUS- 
TRIAL CONCERNS. By W. F. Rockwell, 
Jr. Advanced Management (74 Fifth 
Avenue, New York 11, N.Y.), May, 
1956. 75 cents. One of the major 
advantages in diversification is the 
stimulation of existing management 
potential and the acquisition of capable 
exécutive talent, according to the author, 
who is president of the Rockwell Manu- 
facturing Co. (Pittsburgh, Penna). The 
criteria adopted in planning this com- 
pany’s diversification program, the 
methods used, and the thoroughgoing 
study and review allotted prospective 
ventures are described here. 


THE MEANING OF THE NEW BUSINESS 
CENSUS. By Robert W. Burgess. Dun’s 
Review and Modern Industry (99 
Church Street, New York 8, N.Y.), 
June, 1956. 75 cents. A survey of the 
governmental and business uses of the 
new census of economic activities in the 
United States during 1954. Included 
are a discussion of the management 
problems encountered in carrying out 
the census and a listing of available 
reports to help the executive determine 
what portions of this vast body of 
statistical information will be most 
helpful for his own particular problems. 


A FIRST-HAND REPORT ON RUSSIAN 
INDUSTRY. By Weldon H. Brandt. Mill 
& Factory (205 East 42 Street, New 
York 17, N. Y.), July, 1956. 50 cents. 
As Soviet industry and technology con- 
tinues to advance, special attention is 
being given to automation, computers, 
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and the training of technical experts. 
The author of these first-hand observa- 
tions estimates that the Russians are 
training twice as many engineers as this 
country, and he believes that the United 
States must place further emphasis on 
technical education, as well as on re- 
search and development in the automa- 
tion field, in order to maintain our 
present lead in productive capacity. 


PATTERNS OF MOBILITY WITHIN IN- 
DUSTRIAL ORGANIZATIONS. By Nor- 
man H. Martin and Anselm L. Strauss. 
The Journal of Business (The Univer- 
sity of Chicago, Chicago 37, Ill.), April, 
1956. $1.75. The paths along which in- 
dividuals move from job to job within 
their companies tend in time to become 
more or less stabilized, the authors 


state, and definite patterns of vertical 
and horizontal movement evolve. This 
article discusses the mobility structure 
from the standpoint of the individual 
and his career, the phenomenon of 
sponsorship, and the “cooling-out” proc- 
ess of removing personnel from im- 
portant positions. 


HOW TO WIN A CONFERENCE. By 
William D. Ellis and Frank Siedel. 
Management Methods (22 West Put- 
nam Avenue, Greenwich, Conn.), May, 
1956. 50 cents. A conference is a 
contest to win agreement from others, 
say the authors of this article. Drawing 
on their recent book, How to Win the 
Conference, they outline 14 case his- 
tories to illustrate principles and tech- 
niques of presenting ideas convincingly. 


INDUSTRIAL RELATIONS 


THE GREAT BACK-TO-WORK MOVE- 
MENT. By Daniel Bell. Fortune (9 
Rockefeller Plaza, New York 20, N.Y.), 
July, 1956. $1.25. The increasing 
number of married women—especially 
older married women—in the labor 
force (30 per cent of all married 
women hold jobs today, compared to 
15 per cent in 1940) is an indication 
of the social revolution that has oc- 
curred in American society, according 
to the author. In this article, he traces 
the continuing growth of the female 
workforce and discusses the factors that 
are contributing to it. 


LABOR-MANAGEMENT CONTRACT SET- 
TLEMENTS, 1955. By Lily Mary David 
and Donald L. Helm. Monthly Labor 
Review (Superintendent of Documents, 
U.S. Government Printing Office, 
Washington 25, D.C.), May, 1956. 
55 cents. Wage increases averaging 5- 
17 cents per hour (the greater pro- 
portion going to skilled workers), adop- 
tion of supplemental unemployment 
benefit plans, and a large number of 
long-term agreements specifying wage 
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increases to go into effect in the future 
highlighted collective bargaining activ- 
ity during 1955, according to the au- 
thors of this article, an over-all sur- 
vey of the results of the year’s labor 
negotiations. 


NEW BOOM IN GRADUATE WORK. 
Business Week (330 West 42 Street, 
New York 36, N. Y.), May 26, 1956. 
25 cents. In its efforts to recruit en- 
gineers directly from the campus, in- 
dustry may be shaping an even greater 
problem for itself: a shortage of en; 
gineers with necessary advanced train- 
ing. The dilemma is clearly outlined 
by the editors in this survey of some 
of the methods being used to resolve 
it, particularly the subsidizing of gradu- 
ate training being tried by companies 
like Douglas Aircraft, Raytheon, and 
General Electric. 


THE FORWARD LOOK. By Dalton E. 
McFarland. The Personnel Administra- 
tor (P.O. Box 1413, Milwaukee, Wis.), 


April, 1956. Is the personnel depart- 
ment becoming a kind of catch-all for 
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problems that other departments can’t 
or won't be bothered with? Are per- 
sonnel administrators often more in- 
terested in enhancing their prestige than 
their performance, as critics sometimes 
charge? As a member of the profession, 
the author concedes that this is often 
true. This thoughtful article sets forth 
some proposed remedies, embodied in a 
five-point “action program” for profes- 
sional personnel men. 


DIMENSIONS OF UNION GROWTH: 
1900-1950. By Benjamin Solomon. In- 
dustrial and Labor Relations Review 
(Cornell University, Ithaca, N. Y.), 
July, 1956. $1.50. This analysis of the 
growth of unions since 1900 evaluates 
their achievement by comparing actual 
membership at various periods with 


the number of workers potentially avail- 
able for unionization. Of special inter- 
est is the author’s consideration of the 
current status of unionism in the fast- 
growing white-collar field. 


BOOSTING FOREMEN’S SKILLS WITH A 
LONG-RANGE PLAN. By George Elmore. 
Factory Management and Maintenance 
(300 West 42 Street, New York 36, 
N.Y.), June, 1956. 50 cents. Estab- 


lishing a program to train line super- 


visors in such techniques as production, 
quality, and waste control, work simpli- 
fication, and time study cost $6,000 
and is saving his company $50,000 a 
year, the author reports. The article 
describes the organization and content 
of this program, aimed at making every 
supervisor an industrial engineer. 


OFFICE MANAGEMENT 


PROTECT YOUR RECORDS AGAINST 
DISASTER! By Robert A. Schiff. Harvard 
Business Review (Soldiers Field, Bos- 
ton 63, Mass.), July-August, 1956. 
$2.00. The recommendations of the Na- 
tional Records Management Council, 
based on its experience in planning rec- 
ords preservation programs, form the 
bulk of this article. The author out- 
lines criteria for identifying vital docu- 
ments and describes several records 
duplication and dispersal methods. 


AUTOMATION RESEARCH AT MINNE- 
APOLIS-HONEYWELL. By Alfred M. 
Wilson. The Office (232 Madison Ave- 
nue, New York 16, N. Y.), May 1956. 
35 cents. The management philosophy 
underlying this company’s current plan- 
ning in office automation is stated here 
by its executive vice president. He ex- 
amines the content and purpose of 
Minneapolis-Honeywell’s present feasi- 
bility studies, as well as the likely im- 
pact of automation and electronic data- 
processing on the company’s long-range 
goals—particularly in the area of man- 
agerial decision-making. 
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CONTINUOUS FLOW. By Frederick D. 
Fernsler. Modern Office Procedures 
(812 Huron Road, Cleveland 15, 
Ohio), June, 1956. 50 cents. Ex- 
ecutives concerned over bottlenecks in 
the order-processing system may be in- 
terested in how one medium-sized 
manufacturer has solved the problem. 
Adopting the idea of continuous work 
flow from its own factory methods, the 
company installed a conveyor belt to 
carry all incoming orders through the 
various processing stations directly to 
shipping. 


DEVELOPMENT OF A JOB PROCEDURES 
MANUAL. By F. W. Phelps. American 
Business (4660 Ravenswood Avenue, 
Chicago 40, Ill.), June, 1956. 35 cents. 
Well-planned office manuals are essen- 
tial to efficient operation, says the au- 
thor, and the persons best qualified to 
prepare them are members of the de- 
partment in which they will be used. 
This article describes the steps in the 
development of Union Electric Com- 
pany’s comprehensive job procedure 
manuals. 
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PRODUCTION MANAGEMENT 


MACHINES THAT RUN THEMSELVES. By 
Annesta R. Gardner. Dun’s Review and 
Modern Industry (99 Church Street, 
New York 8, N.Y.), May, 1956. 
75 cents. New developments in auto- 
matic controls. The author discusses 
advantages, problems, and costs con- 
nected with recently developed tape, 
card, and film systems that fall into 
two classes: path controls (which guide 
cutting tools over predetermined paths) 
and positioning controls (which locate 
parts for drilling and punching). 


MATERIALS HANDLING FACTORS TO 
REMEMBER IN A NEW PLANT. By 
George Playfair Brown. Plant Adminis- 
tration (481 University Avenue, Toron- 
to, Canada), June, 1956. $6.00 per 
year. Inadequate attention to details in 
the planning stage of new-plant con- 
struction often results in a factory’s 
failing to operate at full effectiveness. 
This article outlines 10 important con- 
siderations relating to materials han- 
dling that should be evaluated while 
the new plant is being designed, when 
it is still relatively easy to correct 
errors. 


101 MONEY-SAVING IDEAS. Flow 
(812 Huron Road, Cleveland 15, 
Ohio), June, 1956. 50 cents. A com- 
pilation of materials-handling tech- 
niques and devices that various com- 
panies have found practical in their 
operations. The ideas are classified 
under nine headings: manufacturing, 
processing, assembly in-plant storage, 
warehousing, yard handling, packaging, 
shipping, and dock handling. 


IMAGINATIVE BUYING METHODS AT 
IBM. By D. S. Ammer. Purchasing (205 
East 42 Street, New York 17, N. Y.), 
April, 1956. $1.00. A survey of the 
decentralized purchasing system in IBM 
plants. This analysis suggests that the 
system’s success rests on the combina- 
tion of flexibility and independence al- 
lowed P.A.’s in the branch plants and 
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their mutual cooperation and planning 
under the guidance of the central of- 
fice. IBM’s vendor policies, training 
of purchasing personnel, and determina- 
tion of make-or-buy decisions, proper 
order quantity, and other aspects of 
purchasing analysis are among the 
topics discussed in this issue. 


WHAT MAINTENANCE PLAN’ FOR 
HANDLING EQUIPMENT? By E. G. 
Fremont. Flow (812 Huron Road, 
Cleveland 15, Ohio), May, 1956. 50 
cents. Careful selection on the basis of 
design can eliminate many problems in 
the maintenance of material handling 
equipment, the author points out. 
Among other possible improvements, 
he suggests establishing a separate sec- 
tion for servicing and _ scheduling 
trucks, forklifts, auto-cranes, etc., as 
part of a combined “area-centralized” 
program. 


PURCHASING PROCEDURES. Purchasing 
(205 East 42 Street, New York 17, 
N. Y.), July, 1956. $1.00. Purchasing 
tools and records, buying procedures, 
clearing the purchase order, and ad- 
ministering the department are dis- 
cussed by four executives in this re- 
view of the mechanics of buying. Pro- 
cedures that save time and cut costs 
are emphasized. 


PICK THE RIGHT MATERIALS HAN- 
DLING EQUIPMENT. By G. Nadler and 
A. O. Holtzman. Mill & Factory (205 
East 42 Street, New York 17, N. Y.), 
June, 1956. 50 cents. A large de- 
tailed chart designed as a guide to se- 
lecting the proper materials handling 
equipment for various kinds ot jobs. 
The equipment available is divided for 
rating purposes into three broad cate- 
gories (equipment carrying materials 
over a fixed path between fixed points, 
equipment carrying material within a 
limited area, and equipment carrying 
material over a wide area). 
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MARKETING MANAGEMENT 


HOUSE ACCOUNTS: BAD POLICY OR 
GOOD BUSINESS? Sales Management 
(386 Fourth Avenue, New York 16, 
N. Y.), June 1, 1956. 50 cents. This 
sampling of the opinions of 16 sales 
executives reflects their general feeling 
that house accounts discriminate against 
the salesman in the field, are an added 
burden for the sales manager, and are 
unnecessary in most cases. However, 
special accounts built up by sales ex- 
ecutives themselves, or problem custom- 
ers requiring more individual treatment 
may justifiably become house accounts, 
some respondents believe. 


THE AWAKENING DEPARTMENT STORE. 
Modern Packaging (575 Madison Ave- 
nue, New York 22, N. Y.), June, 1956. 
75 cents. Department stores are suddenly 
becoming aware that packaging is one 
of their greatest untapped sales poten- 
tials, the author says, and a campaign 
to increase sales and cut down over- 
head and labor costs through better 
packaging is under way. This article 
points out the factors giving impetus to 
this drive and discusses the implications 
for the packaging industry. 


SOME DO’S AND DON’TS OF SELLING 
AS ONE BUYER SEES THEM. By Joseph 
Gentile. (Dun & Bradstreet, Inc., 99 
Church Street, New York 8, N.Y.) 
Single copy gratis; quantity prices on 
request. A primer for success in in- 
dustrial selling, based on the author's 
wide experience as purchasing agent for 
Dun & Bradstreet. He sets forth an 
interesting analysis of the behavior and 
approach of the typical successful sales- 
man, whose essential personal traits, as 
he sees it, are tact, common sense, and 
a genuine desire to help the buyer. 
Some sample section headings: “How 
the Buyer Looks at Salesmen”; “What 
to Do Before the Call”; “Loyalty to Your 
Company.” 


AD COSTS ARE UP 20 PER CENT 
SINCE 1950. By Carroll J. Swan. 
Printers’ Ink (205 East 42 Street, New 
York 17, N.Y.), June 8, 1956. 25 
cents. A useful series of indexes to the 
actual cost changes and audience ex- 
pansion in the leading advertising media 
since 1950, which the editor feels 
should be a major consideration in 
planning a company’s advertising budget. 


FINANCIAL MANAGEMENT 


INSTALLMENT CREDIT: THE $28 BILLION 
QUESTION. By Sidney E. Rolfe. Harvard 
Business Review (Soldiers Field, Bos- 


ton 63, Mass.), July-August, 1956. 
$2.00. Much of the current debate over 
the growing volume of consumer credit 
is based on the commentators’ prejudices 
rather than on facts, says the author, 
backing his argument with some com- 
pelling examples. From his own review 
of the problem, he concludes that such 
credit is a necessary mainspring in an 
expanding economy, that the debt total 
is sound, and that the middle-income 
families who have come to rely on in- 
stallment credit are excellent risks. 
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MODIFYING THE CALENDAR TO MEET 
BUSINESS NEEDS. National Association 
of Cost Accountants (505 Park Avenue, 
New York 22, N. Y.). 75 cents. Ac- 
countants have long had trouble sup- 
plying meaningful comparisons between 
months or quarters, or between similar 
periods in different years, because of 
irregularities in the calendar (the vary- 
ing numbers of working days, Satur- 
days, and Sundays in different months, 
the irregular occurrence of holidays, 
months and quarters that do not con- 
sist of full weeks, etc.). This report 
describes some of the approaches that 
have been developed to overcome or 
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reduce these handicaps, including the 
13-period year, the four-four-five quar- 
ter, the 10-period year, and the 21- 
day month. 


THE OPERATING BUDGET. By John W. 
Thompson. The Controller (2 Park 
Avenue, New York 16, N. Y.), July, 
1956. 60 cents. Although budgets will 
not create efficiency, they do represent 
an orderly, efficient approach to the 
basic problems of management, says the 
author. This discussion of the basic 
conditions necessary for successful 
budget administration emphasizes the 
importance of sales forecasting as the 
basis of budget and profit planning. 


INFLATION OR DEFLATION, BOTH 
MUST BE AVOIDED. By Arthur F. 
Burns. U.S. News & World Report 
(24 and N Streets, N.W., Washington 
7, D.C.), June 1, 1956. 20 cents. 
In this evaluation of our economic 


progress in recent years, the chairman 
of the President's Council of Economic 
Advisers highlights the remarkable sta- 
bility in the consumer goods price level, 
which in his opinion refutes the com- 
monly accepted idea that current pros- 
perity is based on inflation. 


EFFECTIVE SHAREHOLDER RELATIONS 
THROUGH RESEARCH. By Stuart A. 
Rice and Libert Ehrman. The Analysts 
Journal (400 East 57 Street, New York 
22, N. Y.), May, 1956. $1.50. Owing 
to the gradual shift in stock ownership 
from a few large shareholders to many 
smaller owners, the authors report, man- 
agement needs more information about 
its stockholders if it is to gain their 
support for corporate policies. This 
article outlines a planned program of 
research designed to serve as a basis 
for an effective shareholder relations 
program. 


INSURANCE MANAGEMENT 


VARIABLE ANNUITIES. Articles by 
George E. Johnson, Jack T. Kvernland, 
Arthur H. Hausermann, and Rowland 
H. Long. Insurance Law Journal (4025 
West Peterson Avenue, Chicago 30, 
Ill.), June, 1956. $1.00. Four separate 
discussions of the validity of the vari- 
able annuity principle in retirement in- 
surance. The authors closely examine 
the background trends of inflation, in- 
creased longevity, and declining yields 
from fixed annuities based on debt ob- 
ligations. They analyze insurance opin- 
ion and various legal rulings on the 
subject, and sketch the arguments for 
and against the provision of such cov- 
erage by insurance companies or their 


subsidiaries. 


ATOMIC POWER PLANT COVERAGE. By 

Charles J. Hangh. The Insurance 
' Broker-Age (90 John Street, New York 
38, N. Y.), June, 1956. 15 cents. Un- 
certainty concerning insurance coverage 
for nuclear power plants has been a 
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serious deterrent to the development of 
atomic energy for peaceful purposes, 
says the author. This article, which de- 
scribes how the insurance industry is 
establishing pools to provide coverage 
for radiation hazards, outlines the dif- 
ficulties peculiar to this field. 


MEDICAL CATASTROPHE INSURANCE, 
VARIABLE PENSIONS. By Robert M. 
Smith. Office Management (212 Fifth 
Avenue, New York 10, N.Y.), May, 
1956. 35 cents. Increasingly, group 
medical plans and variable annuity 
insurance are becoming part of in- 
dustry’s fringe benefits—a trend the 
author views with favor. After con- 
sidering some of the advantages of 
major medical coverage, this article goes 
on to examine the inflationary pressures 
on fixed annuity pensions and to review 
the principle of the variable annuity, 
which in the author's opinion offer an 
adequate and practical solution to the 
pension problem. 
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Breakthrough 
to the Future x 


Ralph J. Cordiner 


President, General Electric Company 


WE tive Topay in an expanding universe. Just as mathematicians 
and astronomers have visualized that the universe of space and 
time is expanding outward, in all directions, at incredible speed— 
so, in our time, the human universe of knowledge, capacity, and 
achievement has been expanding rapidly in all directions. 

On a world-wide scale and on a national scale, one sees not 
merely a steady advance along a single line, such as technology, 
but an explosion of change and growth in almost every area of 
human endeavor: social, political, economic, and technological. 

The professional manager in the United States finds this time 
of accelerating change particularly challenging because this country 
is at the forefront of the industrial nations. The United States is 
rapidly advancing toward new frontiers of economic achievement, 
where there is little in human experience to serve as a guide. 

This rush forward has been characterized by some observers as 


An abridgement of the last of three McKinsey Foundation Lectures delivered 
by Mr. Cordiner before the Graduate School of Business, Columbia Uni- 
versity, which sponsored the series. The complete text of the lectures will 
be published in September by the McGraw-Hill Book Co. under the title, 
New Frontiers for Professional Managers. 
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a historic breakthrough from the economics of scarcity into the 
economics of abundance. In this great human adventure, the pro- 
fessional managers, who have done so much to create these unprece- 
dented conditions, will have both the opportunity and the responsi- 
bility to provide creative vision and responsible leadership. 


THREE FRONTIER AREAS 


Looking at business and finance broadly, with emphasis on large 
organizations, it would appear that the most urgent challenges to 
managers in the coming decade will lie in three relatively unex- 
plored areas. 

1. The area of long-range planning. In a time of radical world- 
wide change, when every day introduces new elements of uncer- 
tainty, forward planning may seem to be nearly impossible—an 
exercise in futility. Yet there never was a more urgent need for 
long-range planning on the part of every business, and indeed every 
other important element of our national life. 

2. The area of organizing, communicating, and utilizing in- 
formation for decision-making. Business risks today tend increas- 
ingly to have long-term and often irreversible effects. It is no longer 
possible or sensible for professional managers—at least in the large 
enterprises—to make sound decisions wholly by intuition and a 
few traditional measurements. The manager of the future must 
increasingly base his decisions on accurate, organized knowledge. 
In this area, we will explore particularly the opportunities for better 
communication, better measurement, and better organization of 
the information required to operate a business. 

3. The area of human motivations. The manager may have a 
purposeful vision of the future, implied in long-range planning. 
He may be able to develop the patterns of order and the information 
systems required to achieve his plans. But they will be relatively 
ineffective unless he can win the wholehearted support of cus- 
tomers, shareowners, employees, suppliers, and the public, whose 
understanding and actions will turn the brave dreams into reality. 
In this area of motivations, the manager is dealing with the core 
challenges of the industrial society: What do people want out of 
life, and how can these human aspirations be realized in their daily 
work? 
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To the business man ot an earlier day, and indeed to many today, 
these areas of challenge might appear vague and remote from 
business realities. General Electric is convinced that, far from 
being remote, these matters of long-range planning, of organizing 
information for decision-making, and of human motivations are 
among the critical areas of the future, where organized research 
and self-disciplined managerial action will pay continuing divi- 
dends in the form of more profitable operations, expanding oppor- 
tunities, and broader, more acceptable customer service. 


LONG-RANGE PLANNING. 

Many business organizations in the United States today are just 
beginning to learn to plan five years ahead. Some are actually 
planning ahead for the next decade. Far fewer are seriously study- 
ing the range of possible conditions that will face their successors 
in the next business generation. Is this good enough for the 
United States? 

The hallmark of leadership is the ability to anticipate with at 
least some clarity and confidence the reasonably foreseeable needs 
of tomorrow and beyond tomorrow. Yet it is all too easy to become 
preoccupied with the day-to-day barometers, to settle for the 
quick, current gain. Far too often our noses seem to be buried 
in the daily marketing reports, the weekly carloadings, the monthly 
inventories, and the charts of fiscal statistics, even though these 
are already history as they come to our eyes. 

Anyone who has had managerial experience realizes the heavy 
and sometimes determining influence exercised on today’s opera- 
tions by the major decisions and actions which he. and others took 
five, ten, or even twenty years ago to produce today’s resources 
and opportunities. The principal concern of business leaders to- 
day should be: What decisions and plans need to be made now, 
what resources should be committed, what effort should be put 
forth, to be certain that the company will be in a position to meet 
the conditions of the future and fulfill its opportunities? 

There are at work today a number of new imperatives which 
give the business leader—along with the political leader, the ed- 
ucational leader, and others—no practical alternative except to 
take a long-range point of view. These are as follows: 
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1. The pressures of a changing population. In the coming 
decade, the number of consumers in the United States is expected 
to increase more rapidly than the number of producers. It is 
estimated that the United States will want about 40 per cent 
more goods and services in 1966 than at present—and_ these 
must apparently be produced with only 14 per cent more workers. 

The acceptable solution to this dilemma is to continue to in- 
crease productivity, chiefly by forward-looking investments in auto- 
mation and other technological improvements. If this technologi- 
cal progress is hampered by shortsightedness on the part of busi- 
nessmen, union officials, politicians, or any other element of 
society, the nation will tragically miss its opportunities for econom- 
ic advances that will benefit everyone, and we will have a decade 
of ruinous shortages and resultant inflation. 

2. The determination of the American people that steadily 
rising levels of living, along with economic stability, are both de- 
sirable and achievable. Make no mistake about it: this decision 
has been made by the people, and they are going to pursue it by 
one means or another. The remarkable increase in consumer 
credit, the sharp rise in insurance and pension funds, the intense 
political activity for the so-called “government stabilizers” in the 
national economy—all these are significant symptoms of a deep 
national commitment to a long-range view of life which envisions 
continuing efforts to achieve manageable stability of employment 
in a competitive market and rising levels of income. 

Viewed creatively, these new consumer attitudes present mag- 
nificent opportunities for all businesses, provided that business 
managers will make wise and farsighted plans to meet the chal- 
lenge. But if the people’s aims are ignored, they will turn instead 
to shortsighted political and economic approaches which can only, 
in the end, bring the whole nation to frustration and exhaustion. 

3. The dynamic pace of technological change and the rise of 
research and innovation in all fields of functional work as estab- 
lished techniques of competitive business enterprise. Very few 
substantial businesses today can expect to survive and grow with- 
out a dynamic plan for continuous innovation in products, proc- 
esses, facilities, methods, organization, leadership, and all other 
aspects of the business. These improvements require early major 
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investments in projects whose commercial maturity may not be 
reached for 10 years or longer. Only the irresponsible manager 
would make such investments without a sound plan that takes into 
account not only competitive factors, but the whole range of chang- 
ing conditions under which the future business will be conducted. 
We must add to these three imperatives the historic, world-wide 
struggle for men’s minds, in which the success or failure of the 
United States’ economy in the coming decades will be one critical 
factor. The managers of individual businesses—and other individ- 
ual organizations—in the United States can make the kind of 
responsible, long-range plans that will keep this country out ahead, 
as an example for all the world, so that the people in their disap- 
pointment will not need to turn to the same kind of state-planned 
economy that is at the heart of communist and socialist doctrine. 


WEAKNESSES OF STATE PLANNING 


It is worthwhile, at this point, to review the advantages of de- 
centralized or private planning over state planning. In a nation 
such as ours, where the political freedoms of the individual, par- 
ticularly the right to vote the government in or out of office, are 
protected, planning by government is always subject to considera- 
tions not necessarily related to the solution of the problem. Long- 
range needs of the public are frequently subordinated to the indi- 
vidual politician’s interpretation of his party's short-range needs 
for more votes. 

Moreover, government long-range plans are subject to change, 
as control shifts from one party to another or as parties strive for 
political advantages. The difficulty in making long-range plans in 
the broad public interest is illustrated by the long frustration 
of the 10-year highway program and the indecisive maneuver- 
ing about foreign-aid plans and the farm problem, almost entirely 
as a result of jockeying for partisan credit in this election year. 

This is democracy, and its advantages outweigh its annoyances. 
But leadership in long-range planning—especially where time 
periods longer than current election cycles are involved—needs to 
be sought in other quarters. 

Another reason for the failure of state planning is the frequent 
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tendency to make plans too small as well as too rigid. Great Britain 
lived by a philosophy of austerity for six years ‘after World War 
II, until the voters vetoed the plans of the Socialist-Labor planners 
and put these men out of power. Even today, the Socialist legacy 
in England is causing an annual inflation of 7 to 10 per cent, 
which continues to bleed the British economy in spite of its sur- 
face symptoms of prosperity. Our own advocates of state planning 
in the United States noisily urged clinging to production controls, 
price ceilings, and other artificial limitations after World War II, 
contrary to the desires of the citizens. 

But the deepest reason for the failure of state planning where- 
ever it has been tried is that centralized bureaucratic control fails 
to provide either the information or the productivity that is pro- 
vided by the United States’ system of incentives and competition 
in a substantially free market. Where the market operates with 
comparative freedom, every citizen can exercise his personal choice 
—even the choice to do rothing. Where there is little freedom 
at the market place for people to decide what they want and what 
they will pay for it, one sees the artificial shortages or surpluses 
that plague every state-planned economy in the world, including 
the farm economy of the United States. 

No amount of planning downward or outward by governments 
or corporations or individuals will ever produce the demand in- 
formation or the right production of goods as to type or output 
that is provided every day by the two-way communications process 
of the free market. 

Limited, rigid, politically disjointed state planning cannot supply 
a vibrant and expanding economy for the United States or satisfy 
the growing wants of awakened people anywhere. Just as the de- 
centralization philosophy enhances flexibility and vitality in the 
large corporation, the decentralization of decision-making to the 
individual citizen provides the United States with the real ignition 
coil of its great forward drive. 


MODERN BUSINESS PLANNING: A NEW DISCIPLINE 


Modern business planning is a new and difficult discipline. 
Although a plan still properly embraces some combination of statis- 
tical data, forecasts, experimental methods in projection and pre- 
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diction, and the essential ingredient of business judgment, its final 
validity depends on the long-range viewpoint which today’s manager 
must develop as a habit of mind. Purposeful managers need to 
develop the capacity to influence rather than merely adapt to the 
business environment. With this viewpoint, the manager teaches 
himself to think of all his decisions in terms of the optimum as to 
short- and long-range consequences, and he is less likely to sacrifice 
tomorrow’s great opportunities to a mere appearance of greater 
accomplishments today. 

Too often, business plans have been no more than a straight- 
line extension of past trends and have failed to take into account 
the probable success of current investments in research and innova- 
tion. This is why able business men are surprised more often by 
their successes than by their failures, and so are usually unable 
to capitalize opportunities that could have been anticipated. The 
manager who merely tries to keep his plans and policies up-to-date 
is already out-of-date. He must keep them up-to-the-future, where 
the objectives of the business wi!l be achieved. 

In planning ahead for the coming decade, a sound plan will as- 
sume the success of current business objectives. For example, let 
us assume doubled levels of electrical energy, where the average 
workman will have the energy equivalent of 500 men at his com- 
mand. Let us assume the development of materials of vastly im- 
proved strength, light weight, and heat resistance. Let us assume 
that, with automation and computer technology, the productivity 
of factories, offices, farms, and laboratories will be sharply in- 
creased. 

In the economic area, let us assume a 1966 economy where 
the average man in the office or factory will have a vastly increased 
purchasing power available to buy goods and services and to invest 
in the ownership of the industry. 

Socially, let us assume that by 1966 the American people will 
have finally outgrown the shock and fears of depression psychology. 
Let us assume that they will have become even more buoyant, 
more forward-looking, more willing to accept the risks and hazards 
of economic freedom in return for its abundant benefits. This can 
come about if managers and others do their part to help build 
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greater public understanding of the full implications and oppor- 
tunities of a free-market economy. 

Such thrilling conditions seem highly probable 10 years hence, 
and sound planning can simultaneously envision and evaluate still 
other possibilities. Faced with such a vision of the future, the 
planner needs something far more than a straight-line extension 
of past trends; he faces new conditions that call for new assumptions 
and new approaches to the business. 

Bear in mind that the manager is not, then, rigidly limited to 
his assumptions about the future. Precisely because he has actually 
made some rational and specific assumptions, based on orderly 
data and information, he has a mechanism for later review and 
improvement of the plan as new facts and trends develop. For 
only if he clearly spells out what he anticipates will happen can 
he be sure of knowing when a plan needs to be reviewed and re- 
vised because actual events are diverging from his expectations. 

By feeding in the results of new analyses from current opera- 
tions, and by constantly adjusting his plans in the light of new 
developments, long-range planning thus becomes not a form of 
fortunetelling, but a progressive process that keeps the manager 
ahead of the needs of the business, working toward high but real- 
istic objectives. 


INFORMATION FOR DECISION-MAKING 

The commitment to this new kind of long-range planning leads 
us to consider the next major area: of challenge to professional 
managers: the organization and communication of information for 
decision-making, so that results can be anticipated, planned, 
achieved, and measured. 

It would be difficult to state how much more information and 
knowledge is required to run a modern business than was the case 
in even the recent past. Perhaps the tremendous growth of the 
paper and communications industries offers a clue. 

It appears that our technological progress to date has been 
bought at the price of increased complexity. Dr. Zay Jeffries 
stated the challenge admirably when he said: 


Our progress depends to a considerable extent on seeing to it that 
the simplifying processes move forward in approximate balance 
with the complicating processes. If this can be accomplished, 
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then individuals with given ability can expect to go forward 
indefinitely without becoming casualties of their own complexities. 
This achievement of balance between complicating and simplifying 
processes is the basic technological challenge in the field of man- 
aging. 
It requires that managers apply work simplification to their own 
work no less than to the work of others. 


In spite of the increased amount of information that is required 
to make decisions with a long-range viewpoint, the business man- 
ager needs to be able to grasp significant events as easily and as 
clearly as heretofore, and to communicate about them with crisp- 
ness. 


THE COMMUNICATIONS CHALLENGE 


It is an immense problem to organize and communicate the in- 
formation required to operate a large, decentralized organization 
so that defined objectives and known common purposes will be 
achieved. 

This deep communication problem is not solved by providing 
more volume of data for all concerned, by faster accumulation and 


transmittal of conventional data, by wider distribution of previ- 
ously existing data, or by holding more conferences. Indeed, the 
belief that such measures will meet the communications challenge 
is probably one of the great fallacies in business and. managerial 
thinking. 


What is required, instead, is a far more penetrating and orderly 
study of the business in its entirety to discover what specific in- 
formation is needed at each particular position in view of the de- 
cisions to be made there. 

One promising approach to this problem is the discipline that 
has now become known as operations research and synthesis. As 
you know, operations research first came into prominence during 
World War II, when it was applied with great success to such 
involved problems as analyzing and predicting enemy submarine 
attack patterns and working out the most efficient and economical 
form of defense. 


Since that time, a number of companies, including General 
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Electric, have been studying ways to apply and extend operations 
research philosophy and techniques—including the techniques of 
mathematics, formal logic, and scientific method—to the analysis, 
measurement, and anticipation of business activities. 

These techniques will be helpful in dealing with such matters in 
each of the business functions. Their original applications for fact- 
finding, or research as such, are being amplified to discover patterns 
and principles from the facts, which is synthesis. Such principles 
and patterns should have value in anticipating and guiding the 
future course of the enterprise. 

Those who are studying operations research and synthesis are 
increasingly convinced that its greatest values may thus lie in 
helping both the general manager and functional managers to see 
the business as a whole, to plan its course more confidently, and to 
communicate such plans more clearly. 

The approach requires that each decentralized business be viewed 
as a rational process or system, whose assumptions, objectives, and 
patterns of operation can be productively subjected to scientific 
analysis. From such analysis, with the aid of mathematical and 
scientific techniques, the manager is able to synthesize a progres- 
sively clearer “model” of the business, which will enable him and 
his associates to measure and guide its progress with steadily greater 
accuracy and consistency. 

A word of caution is in order here: To adopt a system or ap- 
proach that relies primarily on statistics could easily foster a danger- 
ous tendency to assume that anything which cannot be expressed 
numerically does not actually exist. Such a highly theoretical ap- 
proach could lead to excessive rigidity and to overlooking many of 
the most important factors, especially the human factors. Neither 
research nor the manager can ignore such human factors. 

General Electric is steadily building experience in operations 
research and synthesis and constantly re-evaluating its possible 
long-term usefulness. It is a field of great promise, and its use in 
the specific situations to which it has been applied has encouraged 
the company to continue exploring the possibilities of its future 
success as another significant aid in managerial decision-making. 

Finally, I should like to explore the most critical area of all: the 
area of human motivations. 
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HUMAN MOTIVATIONS 


Why do people work? What satisfactions and rewards do they 
expect to find in their work? How can they find the sense of full 
and responsible participation in an enterprise, the motivation that 
brings out their full talents, enthusiasm, and performance in work- 
ing toward common objectives? 

These are perplexing challenges. They lie close to the heart of 
the industrial society. They will never be wholly solved, but patient 
and sympathetic study will always yield new understanding. 

Some of General Electric’s most fruitful research in this area was 
begun in 1948, and continues every year. A survey was conducted 
among the employees as to what they liked and what they did not 
like about their work. 

Their replies were subjected to careful analysis, and out of the 
study emerged certain qualities that an employee wants to find in 
his position with General Electric. The order of importance varies 
with each individual and with the local conditions. They are: 

Rewarding associations on the job, or a sense of “belonging.” 
Important and significant work, or a sense of purpose. 

Full information. 

Good pay and other material benefits. 

Good working conditions. 

Good managers. 

Steady work. 


A fair chance to get ahead. 
Respectful treatment. 


There is nothing startling in this prescription, yet it speaks deep 
truths to the thoughtful student of human motivations. Each of 
these categories presents almost endless opportunities to the man- 
ager who recognizes that human resources are ultimately the re- 
sources that count most deeply in an enterprise. 

The achievement of such powerful human motivations and satis- 
factions throughout the entire organization starts with the very 
philosophy of management: the decentralization philosophy that 
recognizes the dignity and capacity of each individual. It is imple- 
mented in the structuring of the organization, and of each position 
in the organization, so that each position has its own responsibility 
and authority. It is implemented in the climate that prevails— 
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and that is deliberately created—in each organizational component, 
and in each man-to-manager relationship. It is implemented in the 
ethical behavior—and therefore the ethical beliefs—that guide 
a company in its work toward honorable and responsible objectives. 

In this matter of providing the right human motivations, it is 
not enough merely to have good intentions, or even a sound phi- 
losophy. The opportunities in human motivation can be subjected 
to research, and new practices and approaches can be developed 
that turn good intentions into actualities. 


TYPES OF INCENTIVE 


As an example of this, five years ago General Electric began a 
thorough study into the matter of financial and economic incentives. 
The purpose of this continuing study is not only to develop inte- 
grated compensation practices that recognize the distinctive con- 
tributions of individuals in every component of the organization; 
the study includes more important basic research into the nature 
and effect of the economic motivations, their relationships to other 
motivations that may be more deeply significant, and ways to 
express these relationships in the practices of the company to pro- 
vide optimum incentives and rewards for all employees. 

At the present time, General Electric utilizes four principal 
types of financial incentive: wages and salaries, employee benefit 
programs, incentive compensation, and a “restricted” stock option 
plan. 

These various financial incentives are constantly under study, 
and research and experiments continue in order to determine the 
relationships of such incentives to employee performance and satis- 
faction. Since such factors will always be dynamic in a dynamic 
organization and in a changing social structure, the study and 
change will, of course, never end. The important thing is that a 
given structure of financial motivation—or any other practice— 
be kept from becoming so fixed and rigid that it defeats rather 
than advances the purposes of the organization and the society of 
which it is part. 

Non-material motivations are, of course, deeper, more critical 
factors in motivation. From the basic philosophy of organizing and 
managing to the personal relationships between man and manager,- 
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General Electric is trying to develop a climate in which each indi- 
vidual in the enterprise can constructively translate personal aspi- 
rations that are important to him into performance and _ results 
important to our customers, owners, suppliers, distributors, and the 
general public. 

There are, of course, many other areas of vital opportunity that 
lie before the professional manager as he looks at a future of 
accelerating change. For each company, in each industry, these 
challenges will take specific forms that call for individually tailored 
solutions. The examples that I have cited represent only General 
Electric's approach to General Electric’s opportunities, and are not 
suggested as directly transferable solutions to the operations of 
other companies. 

But, beyond these challenges that are, in a sense, internal to 
each company, there are the challenges of external environment 
that face all companies. 


THE ECONOMIC CLIMATE 


The plans of managers and the efforts of all the participants in 
the enterprise can come to optimum fruition only in an economic, 
political, and social environment which is favorable to the full 
play of organized energies and skills that are now available to the 
American economy. This will require on the part of the citizens 
of this country Cand, in the long run, of the whole world) a deep 
understanding and conviction that the American concepts of re- 
sponsible freedom in all matters—including economic matters— 
can bring new levels of spiritual as well as material attainments for 
everyone. 

The professional manager cannot assume that such understand- 
ing and conviction exist on the part of his fellow citizens. He needs 
to study these issues for himself and to be articulate in every situa- 
tion where he can make a contribution to public understanding. 
He needs to influence others to do so. This will mean facing up to 
some difficult business questions with broad political and social 
overtones. 

For example, what are the ultimate implications of efficiency? 
A well-managed company may become so sensitive in anticipating 
the wants of the American people, and so efficient in serving them, 
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that a large portion of the customers may decide they want to buy 
a given product from that one company. In other words, a company 
may in a given year earn a major share of the market, through the 
wholly ethical and legal means of providing the best product value 
available, by a wide margin, in a given product line. 

There are critics who feel that this is not good for the American 
people. They feel that it is the duty of the government to repudiate 
the will of the people as expressed at the market place, and some- 
how limit or tax or frighten the successful company into being less 
successful. 

What is the duty of the professional manager in such cases? 
Surely he should not hold back innovations out of fear, or raise his 
prices to shelter less efficient competitors. It seems to me that the 
first duty of a company is to serve its customers just as well as it 
knows how. The laws of the land can and do provide protection 
against monopoly, but in a free-market situation where monopoly 
does not exist, it is the customer, by his free choice at the market 
place, who determines the size, profitability, and growth of a 
company. 

In the fast-growing electrical industry, where General Electric 
competes actively with hundreds of competitors in many product 
lines, the dynamics of competition serve both as incentive and 
regulator on the growth and profitability of any company. There 
are so many opportunities for new products, or new features for 
old products, or new approaches that can, in a few short years, 
change the market position of many competitors, that young and 
energetic companies are always coming into being or rising into 
prominence. 

With its philosophy of decentralization, General Electric simul- 
taneously tries to improve its competitive effectiveness and to 
achieve the sensitivity to customer and public interest which comes 
from having decision-making authority at the point where these 
interests are most intimately affected. 


A CHALLENGE TO LEADERSHIP 
These are some of the challenges that business men—and more 
pointedly, the professional managers and their other professional 
colleagues in today’s modern corporate business—have no choice, 
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in my judgment, but to explore deeply, objectively, and creatively. 
This must be done if they are to fulfill their responsibilities to 
their companies, to the society they serve, and to themselves as 
individuals who have voluntarily undertaken precisely these re- 
sponsibilities. 

Each manager must try rationally to anticipate the conditions 
and the opportunities that will face his company in the future. 
Then, through research and through forward-looking decisions, 
he can prepare for and meet these coming challenges with strength 
and purpose. 

This is not the work of the manager alone; it is the work of 
every forward-looking man and woman in the enterprise. 


SHARING THE VISION 


Any sensitive observer must agree that the human potential in 
business has never been fully unleashed. The great dream of the 
professional manager is that he will some day find a way to share 
with his associates a mutually deep vision of what a truly inspired 
human organization can achieve. How can he build this mana- 
gerial vision on all that they, as well as he, can contribute to its - 
formulation? How can he help every man and woman in the or- 
ganization find a sense of true participation in working toward high 
and noble objectives that will bring everyone a sense of pride and 
satisfaction ? 

These thoughts bring us again to that philosophy of manage- 
ment that recognizes the freedom, and the dignity, and the capacity 
of each individual, and eagerly asks for what he alone can bring 
to the organization. 

I am convinced that there is no such thing as the common man. 
Each of us is an uncommon man. Each of us has some distinctive 
and individual contribution that we alone can make. 

When the professional manager at every echelon of the organi- 
zation recognizes this, and cherishes it as his most deeply held 
belief about his fellow men, then he has found the clue to leader- 
ship in the American society. It is leadership of this kind that will 
determine whether the way of freedom will be the way of the 
world. 
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Taking Whose Time? 


See how the poor employees haste 

To down their lunch. They wouldn't waste 
A minute of their precious hour, 

And so they swallow sweet and sour 

And hot and cold with equal speed 

(And now and then perhaps a seed), 

And hunch their shoulders near the cup 
And only when compelled look up, 

And talk to friends with shrugs and grunts 
And fail to answer, more than once. 

But if you think they can’t relax 

And sip and chat and turn their backs 
On clocks and time and seem to he 
Possessors of eternity, 

You've made a very grave mistake: 


Just watch them at the coffee break. 


—RiIcHARD ARMOUR 
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Comes of Age 


= Lydia Strong 


Tue sic News about sales forecasting is the news that it’s grow- 
ing—growing in size, scope, status, and, businessmen believe, in 
dependability. This spring in Chicago, a speaker at AMA’s Con- 
ference on Sales Forecasting described forecasting as “retarded” in 
comparison with other marketing techniques. But the findings of a 
survey made at the conference strongly suggest that the “retarded” 
child is already out of kindergarten, and is learning how to read, 
write, and figure. The figuring is fairly close: For the group 
surveyed, deviation between annual forecast and actual performance 
averaged 8 per cent last year. 

Company representatives at the conference were asked what 
techniques their companies follow in forecasting sales, how the 
forecasts are used, what progress has been made over the past five 
years, what changes are planned, what are the principal problems. 
Replies were received from the representatives of 297 companies, 
or about half of those attending the meeting. Their answers indi- 
cate a sharp swing to objective forecasting. Though prediction is 
still an art rather than a science, companies today tend to lean 
less on a consensus of executive opinion, more on analysis of 
relevant facts from both internal and external sources. 

The survey respondents constitute a cross section of main classes 
of manufacturing, plus a few service and trade organizations. 
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Producers of a wide range of industrial and consumer goods are 
included (see Table 1). All sections of the United States are 
represented, as well as a few Canadian firms. 

Company size, as measured by annual sales, is well above average. 
Eighty of the respondents are, in fact, listed among the nation’s 
500 largest industrial corporations.* The annual sales of the 
companies range from $600,000 to $4 billion, with a median of 
$27 million (see Table 2). The findings represent, therefore, the 
thinking and the procedures cf relatively large firms that are 
enough interested in sales forecasting to send delegates to a con- 
ference on this subject. In short, this is a sample of industrial 
leaders, not a run-of-the-mill industrial group. 

But the movement toward more scientific forecasting among 
these companies is decisive enough to indicate a general swing. 
And the practices of this pace-setting group have significance for 
all business men who desire a longer—and clearer—view of the 
economic future. 

Business forecasting is, of course, almost as old as business itself. 
Greek merchants consulted oracles, Roman adventurers read the 
entrails of slain animals, and even in our own day, eminent 
financiers have been known to consult astrologers—with results 
which, if available in their entirety, might be interesting to analyze. 

On a mundane, prosaic level, the sales forecast has in recent 
times often been prepared by combining and averaging the guesses 
of the sales force or of the company’s top executives. But this 
procedure has dangerous weaknesses. Though executive opinion 
may be sound, it may also be distorted, either by overconservatism 
or by wishful thinking. Furthermore, a forecast based on such 
opinion is not likely to provide the detail needed for production 
planning. That is why more and more companies are turning to 
the concrete, detailed, sales forecast based on objective analysis of 
all relevant facts obtainable. 


THE SWING TOWARD SCIENCE 


Even among the largest firms, the survey suggests, scientific 
sales forecasting is comparatively new. Six companies in the top 


* Directory of the 500 Largest U. S. Industrial Corporations. Supplement to 
Fortuxe, July, 1956. 
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TABLE 1 


DISTRIBUTION OF COMPANIES BY TYPE OF BUSINESS 


Type Number 


Group* 
ee ee Producers of major equipment for indus- | 
Producers of accessory equipment for in- 
dustry and commerce ....:.........;. 29 
_ eee Producers of component parts for manu- 
_ Producers of component materials for 
manufacturing .......... | 47 
Producers of miscellaneous industrial and | 
commercial supplies ............... 12 
Total, producers of industrial and 
commential g00ds | 201 
Producers of consumer durable goods | 34 
_ Producers of consumer non-durable goods. 38 
Total, producers of consumer goods. . 72 
Producers of miscellaneous products .... 9 9% 
Total, all manufacturers .......... 282 


Total, all respondents ........... 297 


* Group classifications are as follows: 


A. Producers of capital goods, such as heavy machinery of all kinds: machine tools; 


B. 


telephone, broadcasting, electrical distribution and commercial electronics systems; 
railway equipment; materials handling equipment. 

Producers of accessory equipment, such as portable tools; pumps and compressors; 
meters, scales, etc.; light office machinery; safety equipment; industrial and com- 
mercial furniture. 

Producers of fully fabricated parts or materials which become integral parts of 
larger products, such as hardware; radiator parts; bearings; auto parts and instru- 
ments; motors; switches; valves, pipes, and tubing. 

. Producers of materials which undergo further fabrication before being incorporated 
into products; e.g., chemicals, metals, plastic, cement, wood pulp, lumber. 


E. Producers of operating supplies for industry, such as lubricants; bags, packages, and 


other containers; business forms. 


. Producers of consumer durable goods, such as automobiles, tires, ranges, household 


furniture, air conditioners, furniture, electrical appliances. 


. Producers of consumer non-durable goods, such as foods, drugs, cosmetics, petroleum 


products, household chemicals. 


a of miscellaneous products: agricultural equipment and materials, military 
aircraft. 


Service and trade industries, such as transportation, insurance, utilities, retail trade. 


sales bracket Cover $250 million) have only recently started formal 
forecasting programs. A chemical corporation grossing $500 million 
had no forecasting program five years ago; a food firm with annual 
sales of $340 million began forecasting on an organized basis only 
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TABLE 2 


DISTRIBUTION OF COMPANIES BY ANNUAL SALES VOLUME 


| | Percentage 
Range | Number (of those stating 

sales v lume) 
$10 million and under ...............-- 26 
$11 million-$50 million ................ 41 
$51 million-$100 million ............... 31 11 
$101 million-$250 million .............. 28 10 


* 24 companies did not state their sales volume. 


last September. Fifty companies, or one-sixth of the sample, have 
established new divisions or new programs with responsibility for 
sales forecasting within the past five years; 20 more have turned 
from informal estimating to more formal and factual methods of 
prediction. 

One mark of an organized program is centralized responsibility. 
Five years ago, 150 of the 297 companies had centralized the 
primary responsibility for sales forecasting in one person or depart- 
ment. Today, 241 companies have centralized it—a swing of 
more than 60 per cent. This swing has been particularly evident 
among the firms manufacturing for commerce and industry, which 
are now catching up with the manufacturers of consumer goods 
and with the service businesses. 

Improvement in status of the sales forecasting program has been 
accompanied by the participation of more people and more de- 
partments in the forecast. Top management committees on sales 
forecasting have been organized by some firms; others have shifted 
the responsibility for the forecast to a higher level of management. 
Many companies are stepping up efforts to get factual information 
from the field: from dealers, customers, and salesmen. There is 
closer cooperation and consultation with all departments of the 
company, and particularly with the production department. Top 
management is becoming better informed, and less likely to make 
arbitrary changes in the forecast. 
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Many new factors have been added to today’s sales forecast. 
Fourteen respondents feel that their principal change over the past 
five years has been to procure more economic data and trend indi- 
cators from outside the company—a development, by the way, 
which has been encouraged by the increasing availability of in- 
formation from both private and governmental sources. Other 
respondents say they are doing a better job of recording and study- 
ing their own sales performance in the light of their current plans. 

Techniques have been sharpened to analyze and to correlate the 
facts. Many companies are turning to the use of high-speed com- 
puters. A raw materials manufacturer has reduced judgment and 
hunch “from major importance to a minor role.” A consumer goods 
firm is now planning its sales on the basis of a forecast of conditions 
in each sales area, rather than on “a hard rule of percentage 
increases to all twice yearly.” 

The finished forecast, though still not so complete as manage- 
ment would like to have it, is far more detailed than it used to be. 
Many companies that formerly made only an over-all forecast now 
break it down by product and by territory. Short-range and long- 
range forecasts have been added, and the annual sales forecast, 
prepared by practically all companies in the survey, is now revised 
and adjusted more frequently than in the past. (Details will be 
presented in a second article.) 

Of the 297 companies, 244 (or five out of six) conduct a 
_ formal sales forecasting program, in which data from internal 
and external sources are evaluated and combined into a definite 
forecast presented to top management. This ratio holds fairly con- 
stant for all groups of manufacturers, as well as for the service and 
trade group, but it varies considerably with the size of the company. 
Among firms grossing over $50 million annually, more than nine 
out of ten have organized forecasting programs; of the firms selling 
$11-$50 million, 85 per cent have such programs; among those 
selling up to $10 million, 65 per cent. 


WHO MAKES THE FORECAST? 


Respondents were asked who in the company has primary 
responsibility for bringing together necessary information and 
preparing the sales forecast. Not all companies fix responsibility 
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on a single person but, among those that do, the job is given most 
frequently to a marketing executive. The market research director 
was named by 74 firms, the sales manager by 68, the vice president 
in charge of sales or marketing by 47, the marketing manager by 8, 
and the sales forecast manager by 4—a total of 201 companies 
assigning prime responsibility for making the forecast to the same 
department that carries the prime responsibility for fulfilling it. 
Other individuals responsible for the forecast, in a minority of 
companies, include the chief financial officer (9), analysts, 
economists, and the like (8), and the production manager (6). 
Four respondents say the responsibility is carried by the president. 


WHAT DEPARTMENTS PARTICIPATE? 


On the average, three departments participate in the sales fore- 
cast of any one company. Practice varies widely, however. Some 
companies use only one department, almost always sales; others 
involve six or seven departments in their forecasting activity. 

Just as a sales executive is most often the man carrying principal 
responsibility for the forecast, the sales department is the single 
department most often involved. In nearly all (286) of the 
responding firms, the sales department participates in the forecast. 
Many companies also bring in the market research department 
(156), production (135), finance (125), product development 
(93), and advertising and promotion (78). This order of fre- 
quency is altered among consumer goods producers, who are more 
likely to use the advertising and promotion department, less likely 
to use the production and product development departments (see 
Table 3). 


USES OF THE FORECAST 


Sales forecasts are used for a wide variety of purposes. Com- 
panies surveyed have, on the average, five or six specific uses for 
their forecast. 

Production planning, mentioned by 262 firms, is the single most 
general application, but the forecast is used also for budget prepara- 
tion, cited by 255 companies; earnings forecast (224); equipment 
and facilities planning (200); setting sales quotas (187); man- 
power planning (170); raw material stockpiling (159); and 
promotion planning (127). A few companies also make use of the 
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forecast for inventory planning, estimating cash requirements, and 
making decisions on capital expenditures (see Table 4). 

In consumer goods industries and in service and trade organiza- 
tions, the sales forecast is used more frequently than elsewhere for 
setting sales quotas. Most frequent use of the forecast in the service 
organizations is for budget preparation. 


HOW CLOSE CAN THE FORECAST BE? 


How much accuracy can be expected of a sales forecast? For 
the group as a whole, as has been mentioned, deviation between 
forecast and performance averaged 8 per cent last year. But the 
experiences of individual companies differ widely (Table 5). 

In the first place, the companies have varying standards for 
accuracy. Asked what percentage of deviation between forecast 
and performance they considered acceptable, about half the re- 
spondents said 10 per cent—but the answers of others ranged all 
the way from 25 to 1 per cent. Type of business makes considerable 
difference. Makers of capital goods, of accessory equipment, of 
component parts for manufacturing and of consumer durable goods 
tend to regard 10 per cent deviation as acceptable. But service 
and trade organizations, manufacturers of industrial materials, 
and manufacturers of miscellaneous supplies for industry more 
often require accuracy within 5 per cent. 

Size of a company’s annual sales seems to have little bearing 
on its standards. One of the largest firms surveyed, a raw 
materials producer, said it would be satisfied with 10 per cent 
deviation (actual deviation was 20 per cent last year). Another 
member of the billion-dollar club, a retail organization, demands 
and gets accuracy within 2 to 4 per cent. 

Actually, most firms more than meet their own standards of 
accuracy. Although a few miss spectacularly—several deviations 
of 30 to 50 per cent were reported—these are more than counter- 
balanced by the considerable number who score within 2 per cent 
of performance. 

The best average scores were chalked up by producers of con- 
sumer non-durable goods (4.2 per cent), producers of accessory 
equipment for industry (5.9 per cent), and service and trade 
organizations (6.2 per cent). The poorest average score, 11 per 
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TABLE 5 
Wuart Was THE ACTUAL PERCENTAGE OF DEVIATION BETWEEN 


Your ANNUAL FoRECAST AND PERFORMANCE LAST YEAR? 


| Number | Average Median | Range of 
Group* | Responding | Deviation C%) | Deviation (% ) | Deviation (% ) 
Me actin 32 9.2 6 2 to 29 
26 5.9 + to 30 
yates a3 58 11 9 Zero to 50 
ent. 42 7.5 6.5 1 to 28 
11 | 7.1 5 to 20 
ae 30 | 8.7 | 8 | Zero to 22 
29 4.2 + to 10 
7 7.7 4 2 to 15 
3 1 to 30 
Over-all. . 248 8.0 | 5 Zero to 50 


* See Table 1 for group classifications. 


cent, was reported by manufacturers of industrial components that 
are used as parts of finished products—not too surprisingly, since 
this group has to do its forecasting at a double or triple remove 
from its final customers. 


WHAT PRICE INTUITION? 


What part do judgment and hunch play in sales forecasting? 
Some light is thrown by a question in which respondents were 
asked to indicate by check marks which ones of a long list of 
factors they used in preparing their forecasts. Of the 295 answer- 
ing this question, 180 checked “judgment and hunch” as a factor, 
and 42 more both checked and underlined it as one of the three 
most important factors entering into the forecast. 

Certainly some judgment, and perhaps even some intuition, must 
go into the preparation of any economic prediction. But, returns 
indicate, the predictor stands a better chance of accuracy if he 
does not rely too heavily, or at least too consciously, on these tools. 
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The companies that neither checked nor underlined “judgment and 
hunch” had an average inaccuracy of 6.8 per cent, or well below 
the over-all average. Those who checked this factor had an average 
error of 8.5 per cent, and those who both checked and underlined 
it averaged 9.6 per cent inaccuracy! 

Factors used in forecasting sales will be further discussed in a 
second article. This will also cover other forecasting procedures, 
sources of general economic data, and probable future trends in 
forecasting, as foreshadowed by the respondents’ plans for changes 
and by the principal problems they now encounter in arriving at 
accurate, detailed, and usable predictions. 

As a final question, respondents were asked to predict the status 
a year from date (May 1) of their own sales and of sales in their 
industries. The replies are overwhelmingly optimistic—especially 
so for company sales. 

An average increase of 6 per cent in industry sales is predicted 
by the 195 men who expect these sales to be higher. Seventeen 
men predict lower sales; 60 believe sales in their industries will 
remain about the same. 

But when they turn to the subject they know best—sales pros- 
pects of their own companies—the forecasters begin to glow. 
Company sales will be higher, 255 respondents say; 28 expect 
sales to remain at their present level; only 7 expect a decrease. 
The predicted increases range between 1 and 100 per cent, with 
a median of 10 per cent. 

If the respondents are anywhere near as close to the mark in 
this off-the-cuff forecast as they have been in their more detailed 
forecasts for their companies, it would seem that business might 
as well stop worrying and get set for another fat year. 


WOMAN'S worK: In 26 out of every 100 families in the country, both 
husband and wife are in the labor force—and, strangely enough, the 
proportion among older married couples is even higher (29 out of every 
100). These statistics, recently published by the Metropolitan Life In- 
surance Co. in its Statistical Bulletin, have obvious economic implications: 
the extra income in more than a quarter of all households accounts for 
a considerable part of the heavy spending for automobiles, new houses, 
furnishings, and travel that has marked the postwar period. 
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The Open Door 


It's a wonderful policy—no doubt 
about that. “Anyone can get in to 


see me," you boast. Some days, 


everyone does. Employees and out- 
siders, they're all fine people—and 
you're constantly improving your 
communications and broadening your 


point of view. But as visitor follows visitor and the pile in your IN box 
mounts ceilingward, you begin to suspect a vast, subtle conspiracy to 
prevent you from getting any work done—ever. 


Principal stockholder (female). Her 
husband, who founded the company, 
left her a healthy stock portfolio, and 
she spends most of her time keeping it 
healthy. Each of her trips to town is 
the signal for a plant inspection tour, 
a directors’ luncheon, and a round of 
parties. Right now she’s trying to get 
your reaction—in strictest confidence, 
of course—to an intuitive feeling that’s 
been bothering her lately: Don’t you 


agree that there’s really a gocd deal of 


management deadwood in the company? 
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Chairman of the Volunteer Fire Asso- 
ciation. May they have the use of the 
company grounds for the annual car- 
nival and fun fair? Will you arrange to 
have extra wires run in for the spot- 
lights? May the Ladies’ Auxiliary use 
the plant cafeteria Sunday afternoon to 
prepare box suppers? Would the com- 
pany care to donate food? And—oh 
yes, this is important—will you consent 
to open the festivities by making a short 
speech from the top of the Ferris wheel? 
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Man with a million-dollar idea. Know- 
ing its profit possibilities, and the way 
unscrupulous businessmen daily victim- 
ize the innocent inventor, he’s playing it 
very cagey indeed. After a 45-minute 
hassle, though, he’s half convinced of 
your good faith, and the inspiration is 
cautiously unveiled. It turns out to be 
an idea the Product Development De- 
partment started developing eight 
months ago—but the wary gleam in 
his eye tells you he'd never swallow 
that. 
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Poor old Potterby. Though he’s been 
sidelined for seven years now, it hardly 
seems a day since he was sitting at your 
desk holding down your job. The old 
chap really feels at home here, you 
can see that. There he sits, reminiscing 
about those sales conventions . . . and 
the time he told off J. B. . . . and the 


terrific work load he used to handle. 
Obviously, Potterby had a better system 
for screening his visitors. 
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Boy with a brilliant mind. Fresh from 
a distinguished New England college, he 
arrives with a letter of introduction 
from an influential friend of yours on 
the Stock Exchange, whose sister met 
him on a European study tour. It takes 
20 minutes to get through the ameni- 
ties, explain that there are no vice 
presidencies open at the moment, and 
get him headed toward the personnel 
department. 


Assistant who needs assistance. Even 
the office boy could have prepared the 
report you asked for, but your assistant 
keeps popping in to get the “benefit of 
your thinking” on every alternative, 
real or imaginary, that occurs to him. 
It may take a little time to explain, 
clarify, and decide every point your- 
self, but at least you can be sure you'll 
get back an accurate transcription. 
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Heart of the world. She arrives without 
warning to report that, despite your 
recent donation, those 37 worthy local 
causes are going rapidly to pot. Take 
heart—you may be able to stem the 
tide of her relentless documentation 
before she gets to her slide films if 


you will just agree to commit the com- 
pany to another $5,000 donation and 
accept the chairmanship of the State 
Committee to Save the Fish from Fluori- 
dation. 
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Delegation from Department X. That 
hum in the air conditioning system 
—low, but perfectly distinct—is ob- 
viously too serious a matter to be dis- 
cussed with anyone but the boss. So 


here they are, and they're not going . 


to budge until you clarify the com- 
pany’s intentions in the matter. There’s 
nothing more distracting than a hum! 
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V.1.P. He's still Chairman of the Board, 
an honorary post. But from the way 
he wastes your time with golfing anec- 
dotes and fables about the fish that 
throng that stream in Maine, you'd 
never suspect that he owns stock in the 
company. He does, though—so much 
that you'd better not let him see you 
fidget. 
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Despite the continuing refinement of 
media and techniques, communication 
remains management’s No. 1 problem. 
The reason lies in industry’s failure to 
recognize the all-pervasive character of 
the communication process, and to see 
past the gimmicks and frills to the core 
of the problem. 


Communication 
as a Way 
of Industrial Life 


a Leo Teplow 
Industrial Relations Consultant 
American Iron and Steel Institute 


In EVERY INDUSTRIAL ENTERPRISE, there must be communica- 
tion. Management cannot coordinate the various elements that 


make an industrial enterprise out of men, materials, and money 
without engaging in communication. Instructions cannot be dis- 
seminated, manpower cannot be coordinated, goods cannot be sold 
without communication. But is communication recognized as a 
way of industrial life, or is it simply allowed to grow without care 
or guidance? 


DEVELOPING A STATEMENT OF POLICY 

Although we recognize communication as an integral compo- 
nent of industrial life, we cannot properly evaluate its function 
unless we first define the purpose and function of industry itself. 
Taking an individual company as our frame of reference, we 
must first know: What are the major objectives of the company? 
What is the managerial philosophy on which its policies are based? 

Probably not one management representative in ten can give a 
ready answer to the question: “What are the major objectives of 
your company?” One manager would reply: “To make money.” 
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Another might say: “To make a competitive product at a lower 
price.” Still another might say: “To make the best product we 
know how.” These may all be sound, if limited, objectives; but 
the important thing is that every company ought to identify its 
objectives at the highest levels—and then make sure that its mana- 
gerial force at all levels is thoroughly imbued with that philosophy. 
That, in itself, is quite a job for communication. 

Here are the first two paragraphs of a statement of “Armco 
Policies” adopted by that company’s board of directors. 


Armco Steel Corporation was organized to provide a perma- 
nently profitable investment through the manufacture of special 
grades of iron and steel required in the fabrication of such finished 
products as might, from time to time, be demanded in an 
ever-broadening field. 

To secure such a result in the largest measure, its organizers 
believed that it would be necessary to adopt and to practice such 
policies as would bring about a condition of mutual confidence 
and create a spirit of sympathy and of real cooperation between 
the members of its working organization, its customers, its 
stockholders, and the citizens of the communities in which its 
plants would be located. 


The very initiation and discussion of such a statement of basic 
industrial philosophy is bound to lead to a dynamic sense of 


participation and more conscious cooperation on the part of those 
involved. 

The statement must, of course, include the company’s employee- 
relations philosophy, which will determine company policies in the 
field of employee communication. 

The development of such basic company policies is difficult 
work, requiring deep probing of goals, aims, and functions. It 
may require a genius for compromise to achieve a statement of 
company policies that is acceptable to most of the top manage- 
ment team. Once developed, however, such a statement of basic 
principles points the road to follow and, equally important, serves 
as a measure against which to check progress from time to time. 

While the over-all objective of employee communication is to 
achieve a broad area of mutual understanding, specific objectives, 
both long-range and immediate, should be identified in order to 
provide direction and significance to the communication program. 
To achieve safety on the job, greater security of income, consider- 
ate treatment of associates and subordinates—these are things that 
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count heavily, and they should have an important place in com- 
munication objectives. 

The fallacy of the old theory of communication—that the 

sender of the message is the only active participant, while the 
recipient is passive—has been fully recognized. Communication is 
a dynamic process in which both parties participate. The best kind 
of communication is man-to-man discussion, in which both parties 
alternately speak and listen, questions are answered, and miscon- 
ceptions are immediately detected and corrected. 
In the industrial plant, that kind of communication is primarily 
practiced by the foreman and the men whose work he supervises. 
The foreman is the fundamental channel of communication, and 
every other aspect of communication—booklets, newspapers, em- 
ployee publications, etc.—should be considered subordinate and 
supplemental operations designed to enable him to do his communi- 
cation job better. 


This viewpoint leads to the logical conclusion that line super- 
vision should have a great deal to say about the manner in which 
the communication program is handled. Not only should foremen 
have advance notice of matters to be communicated to employees, 
but they should actively participate in the development and con- 
duct of the formal communication program. 

This might be accomplished by setting up an advisory board of 
foremen and superintendents; or a representative of the line organi- 
zation might sit on an advisory board that includes representatives 
of sales, engineering, and finance; or some less formal arrange- 
ment might be made. But the fullest opportunities must be pro- 
vided for foreman participation. The most elaborate communica- 
tion program ever designed will be a failure if it bypasses the 
foreman or runs at cross-purposes to his daily contacts with the 
employees he supervises. 


TWO-WAY COMMUNICATION 


If communication is to be a mutual process in which the em- 
ployee is a dynamic participant, some way must be provided to 
permit him to do some talking. And he must be confident that 
management is listening. As we review the encouraging growth in 
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employee communication during the past few years, we must admit 
that we have not done a very good job of encouraging the em- 
ployee to express himself to management—nor have we done a 
good job of heeding what the employee is saying. 

Almost every survey of employee opinion has disclosed a marked 
difference between the employee's attitude toward his work, his 
job, and his company, and what management thinks his attitude 
is. A case in point is a recent survey designed to find out what 
employees thought about merit rating. Most of the employees 
questioned thought that merit rating was for the advantage of 
the employer, and about half believed that it should be given 
no weight in determining layoffs or promotions. That is a pretty 
severe indictment of management's failure to explain merit rating 
as an instrument to help the supervisor recognize the contribution 
of each individual. 

Obviously, a part of every communication program should be 
directed at encouraging upward communication. The foreman is 
the most natural channel for upward communication, and to make 
that channel most effective, foremen must be encouraged to transmit 
employee reactions upward. It may be necessary to take steps to 
formalize the process. The form, however, is not nearly so im- 
portant as the sincerity and integrity with which the program is 
carried through. 

In no area of communication is the fallacy of one-way flow 
of information more apparent than in the realm of economic in- 
formation. We seem obsessed with the idea that we must tell 
the employee the economic facts of life. Of course, the employee 
—and every other citizen—should understand the economic sys- 
tem of which he and his company are a part. He should under- 
stand the function of profits, the reality and impact of competi- 
tion, the cost of government, the need for seed-money, etc. But 
he is not likely to learn very much if we strive to teach by telling, 
or by merely subjecting him to a short course in three easy lessons. 
Discussion of annual reports is good—but not enough. 

After all, we learn in large part by experience, sometimes with 
a little theory to season the experience. Economics is not merely 
a statistical system in which every action has a foreseeable result. 
Economic education, to be really effective, should be an integral 
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part of the day-to-day job, related as closely as possible to the 
employee’s work, the prospects and developments affecting the 
company, etc. And there must be ample opportunity for the em- 
ployee to get his questions answered and to air his own ideas. 

Every development affecting the company has its economic 
implications, and a discussion of those economic implications may 
be the best form of economic education. One of the finest pieces of 
employee communication I have ever seen is a letter from the 
president of a company explaining why the company was borrow- 
ing millions of dollars from a local bank, describing what was to 
be done with the money, and pointing out that part of this money 
consisted of the employees’ own funds that had been deposited in 
the bank. That kind of example brings economic education right 
home, because the employee feels that he is a participant in his 
company’s financial operations, and may, therefore, take a new 
pride and a new interest in reasons for investment of additional 
_ capital and the results that flow from it. 

Economic education must be a permanent, integral part of two- 
way employee communication programs. It is too important to be 
treated as a special package to be used once and then forgotten. 


CONTROVERSIAL ISSUES 


Because employee communication is primarily designed to im- 
prove the relationship between management and employees, con- 
troversial items are usually avoided in the regular employee com- 
munication media. It is almost as though there were a conspiracy 
of silence about those things which by their very nature are of the 
greatest interest to employees. 

This avoidance of controversial issues is worse than a mere “head- 
in-the-sand” approach. It strikes at the very root of management's 
good faith in the employment and communication relationship. If 
the subject is a controversial one, the employee has a right to be 
informed as to management's attitude. That attitude may not cause 
the employee to change his point of view, but it should create a 
basis for respect for management's viewpoint—something that 
silence can never do. Moreover, management should also invite 
employee views on controversial issues. 

This does not mean that the communication program should 


706 THE MANAGEMENT REVIEW 


be converted into a free-for-all. There are ways of setting forth 
management's position on controversial issues with dignity and 
restraint. Certainly the communication program should not be 
allowed to become a name-calling device or a means for arousing 
suspicion or hatred. Considered judgment may sometimes lead to 
the conclusion that a particular controversial issue should be 
avoided, at least for the time being. But it should not be as- 
sumed that every controversial issue is taboo in the communication 
program just because it is controversial. 


EVALUATING THE PROGRAM 


It is a universal human desire to want to know, “How am I 
doing?” Certainly, those who are responsible for carrying on a 
company’s communication program ought to ask themselves that 
question. Evaluation of results of the communication program is 
difficult, and there is no set method for doing it. Review of ab- 
senteeism and turnover records may be significant. The results 
of exit interviews can be most illuminating. Attitude surveys re- 
peated over significant periods of time may be helpful. A system- 
atic method of channeling to higher management the reactions 


that employees express to their immediate foremen would probably 
be most useful. 

Whatever the method, it is important to adopt some means of 
evaluating the job that is being done so that those engaged in the 
program can know the significance of their contribution, can re- 
direct their efforts into more effective channels, and can advise 
top management of progress or lack of progress as time goes on. 


THE FUTURE OF COMMUNICATION 


When we started out over 150 years ago with the revolutionary 
- concept that all men are created equal, we began building a sound 
base for human dignity and individual development. 

Because of the virtual absence of class distinctions in America, 
we have a rare opportunity to reach mutual understanding. The 
unprecedented degree of individual freedom we have attained, 
combined with our respect for the individual, gives us an oppor- 
‘tunity that exists nowhere else to create an industrial society based 
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on voluntary cooperation—the only kind of industrial society con- 
sistent with our concept of the dignity of the individual. Com- 
munication, therefore, has a better chance of bearing good fruit 
in this country than in any other nation on earth. 


This article is based on an address originally delivered before the Steel 
Industry Editors’ Workshops. 


How to Get Out from Under 


BAFFLING oR disagreeable problems can seldom be wished away, but— 
as every executive knows from observation of others—they can often be 
gracefully sidestepped, especially when group decision is the order of 
the day. In his book, How to Wage Peace*, Hans W. Rosenhaupt has 
presented a list of “twelve ways to run away from a problem” which 
offer “a command of alternative modes of retreat, enabling you to 
withdraw your forces gradually and to leave the problem baffled and 
helpless.” Here they are: 


1. Find a scapegoat and ride him. 
2. Profess not to have the answer. That lets you out of having any. 
3. Say that we must not move too rapidly. This avoids the necessity 
of getting started. 
4. For every proposal made, set up an opposite and conclude that the 
middle ground (no moiion whatever) represents the wisest course. 
5. Say that the problem cannot be separated from other problems. 
Therefore it can not be solved until all other problems have been solved. 
6. Ask what is meant by the question. By the time this has been 
clarified it will be time to go home. 
7. Discover that there are all sorts of dangers in any specific formu- 
lation or conclusion. 
8. Appoint a committee. 
9. Wait until an expert can be consulted. 
10. State, in conclusion, that you have all clarified your thinking. 
This will obscure the fact that nothing has been accomplished. 
11. Point out how the deepest minds have struggled with the problem. 
’ This implies that it does you credit to have even thought of it. 
12. To close the meeting, thank the problem. It has stimulated con- 
versation, contributed to our growth, opened new vistas, shown us the 
way, and challenged our inventiveness). We may have wasted two 


perfectly good hours, to be sure, but the problem should get a medal. 


*John Day Co., Inc., 1949. Copyright 1949 by Hans W. Rosenhaupt. 
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URVEY OF BOOKS FOR EXECUTIVES 


OFFICE WORK AND AUTO- 
MATION. By Howard S. Levin. 
John Wiley & Sons, Inc., New 
York, 1956. 196 pages. $4.50. 


Reviewed by Robert M. Smith* 


A concise and provocative, if quite 
general, discussion of the implica- 
tions of three modern developments 
in the area of office work is the 
theme of Office Work and Automa- 
tion, by Howard S. Levin, a con- 
sultant for Ebasco Services, Inc. 

The three trends that the author 
believes are most responsible for the 
changing scope of the “office” (which 
he defines as any business area con- 
cerned primarily with the handling 
of information) are: (1) the rise 
of the integrated data-processing 
concept, and the rapid development 
of adaptations of standard office ma- 
chines that can be linked together 
by one or more common language 
media; (2) the impact of electronic 
data-processors on clerical work pro- 
cedures, and the far greater effect 
they will have as they come into 
wider use; and (3) the “third force” 
—the growing use of techniques and 
methods formerly the province of 
science in the administration and 
control of business operations. 

The book is aimed directly at top 
management, rather than at any in- 


* Editor, Office Management. 


termediate or technical level. After 
stating his original thesis, the author 
gives a quick review of the basic 
facts about each of the influences he 
finds significant before discussing 
their role in automating the office. 
Three of the book’s five chapters 
are devoted respectively to “A Com- 
mon Language,” “Electrons for the 
Office,” and “The Businessman and 
the Scientist.” 

As an introductory approacn io 
their subject matter, these three 
chapters, which together form the 
heart of the book, are excellent. 
However, to readers who are already 
fairly well acquainted with integrated 
data-processing, the accomplishments 
and limitations of electronic data- 
processors, and some of the principles 
of operations research, they may seem 
a little too basic. Nevertheless, each 
represents an excellent summary of its 
subject. Though the author’s treat- 
ment is brief, it is clear and mean- 
ingful. Moreover, he gives a fair and 
adequate presentation of the pros and 
cons in such controversial areas as 
whether it is better to buy or to 
rent, the economics of a computer 
installation, and whether a computer 
is justified in particular situations. 

It is possible that the material in 
the chapters on the common language 
concept and electronic data-process- 
ing will seem redundant to many who 
are not themselves technical people, 


| NOTE: Books of interest primarily to personnel administrators and labor 
relations executives are regularly reviewed in the Association’s bi-monthly, 


PERSONNEL. 
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simply because there has been so 
much literature on both subjects that 


it’s hard to imagine any businessman 


who doesn’t know something about 
them. Therefore, to this critic at 
least, the best chapter is the one in 
which the author explores the impact 
on traditional clerical and manage- 
ment functions of methods and ap- 
proaches borrowed from mathematics 
and the physical sciences. Here the 
material not only seems fresher, it 
also seems far more significant— 
perhaps because it really is, perhaps 
because it is so much less familiar, 
perhaps because the author himself 
seems to believe that the influence 
of scientific methods on business man- 
agement may be the most meaning- 
ful of the three developments in the 
long run. Both the common-language 
machines and electronic data-proces- 
sors are, after all, machines, with all 
the inherent limitations of machines. 
The application of the methods of 
mathematics and the physical sciences 
to the too-often chaotic world of the 
office, and, beyond that, to all busi- 
ness management control techniques, 
is a revolutionary system concept. As 
such, it can lend added meaning to 
the mechanical advantages offered 
by the new machines, while con- 
tributing vastly to firmer management 
direction in itself. 

All in all, this is a valuable book, 
gracefully written, with none of the 
verbal morasses that so often trap 
the helpless readers of technical 
books. Perhaps that is the best key- 
note to its quality and its value: It 
is not a technical book, but an in- 
troduction—valuable to the novice, 
because it gives him a clear, over-all 
view of a complicated field; valuable 
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to the man already acquainted with 
many of the facts it contains, be- 
cause it has perspective. Yet, compact 
as it is, it is comprehensive as well. 


INDUSTRIAL MARKETING. By 
Ralph S. Alexander, James S. 
Cross, and Ross M. Cunning- 
ham. Richard D. Irwin, Inc., 
Homewood, Illinois, 1956. 590 
pages. $6.00. 


Reviewed by Albert Haring* 


Since the late 1930's there has 
been real need for a sound and broad 
book covering the field of industrial 
marketing. Several good publica- 
tions—articles, pamphlets and _re- 
search studies—have analyzed specific 
phases of industrial marketing, but 
until now there has been no over-all 
framework on which to hang these 
special contributions. Both business 
men and students have suffered from 
this gap in the marketing literature. 
It has now been adequately filled, 
however, by this new book. 

Two of the authors (Alexander ' 
and Cunningham) are teachers with 
business backgrounds; the third 
(Cross) is a business man with re- 
search training. This combination has 
produced a well-organized and excel- 
lently written book. The presentation 
has been divided into seven major 
sections: basic considerations affect- 
ing industrial goods and their market- 
ing characteristics; planning products 
and investigating markets; planning 
outlets and strategy; pricing; managing 
physical distribution and financing 


* Professor of Marketing, School of 
Business, Indiana University. 
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sales; getting the goods sold; man- 
agerial control; and relations with 
government. Since industrial goods 
range from supplies and raw ma- 
terials through fabricated parts and 
components to accessory equipment 
and major equipment, the problem of 
creating a marketing structure upon 
which every element can be hung 
is very difficult. By approaching 
these problems from a planning and 
a managerial viewpoint, an adequate 
marketing skeleton was first created 
and then garbed with the major ele- 
ments of flesh and clothing. 

In discussing marketing channels, 
for example, the authors present the 
major facts known about industrial 
distributors, manufacturers’ and sales 
agents, brokers and commission mer- 
chants, and owned branch _ houses. 
Such facts include number, size, 
trades in which used, geo- 


graphic distribution, description of 


operations, desired manufacturer poli- 
cy, margin required, why customers 
prefer them as a source of supply, 
why manufacturers use them, and the 
basis for selection. The individual 
business executive or the student can 
fit these facts into the pattern of 
his own interest or product and reach 
a decision or determine a policy; the 
the basic market structure is sum- 
marized in well-organized form, ready 
to be supplemented, if necessary, by 
_ special information or research on key 
data applying to a specific industry 
or company. 

To supplement the treatment of 
basic marketing areas and to assist 
the reader in applying the material, 
25 modern cases are included, each 
appearing at the end of the chapter 
for which it is especially appropriate. 
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These cases are carefully selected 
and well built. To both the business 
man and the student, they add sub- 
stantially to the value of the book. 

Pricing has been handled in an in- 
teresting manner. After giving a his- 
torical background of industrial pric- 
ing, the authors examine costs and 
break-even points, and then go on to 
consider current methods of pricing 
and cost allocation. Following with an 
analysis of both short-run and long- 
run pricing considerations, they then 
present the major systems of industrial 
pricing. By avoiding the pitfall of 
examining every pricing technique 
against the background of specific in- 
dustries, and by presenting the main 
methods of pricing without examin- 
ing every minute variation, they have 
provided a broad picture of industrial 
pricing, its major techniques and its 
problems. The student can secure the 
background to study specific pricing 
problems; the business executive can 
see his broad pricing alternatives be- 
fore turning to more detailed facts 
applying to his specific company. 

Written primarily as a college text, 
this book is also a distinct addition to 
the industrial marketing executive's 
library. Though it is not a handbook, 
because the detail is not presented 
under every subheading, it provides 
nevertheless the best over-all pic- 
ture of industrial marketing which 
has appeared in more than two 
decades. Through its emphasis on 
market strategy, planning, and the 
management approach, the executive 
is made fully conscious of the re- 
lationship of salesmen, advertising, 
market analysis, and other types of 
promotion, and their impact on one 
another. 
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Briefer Book Notes 


(Please order books directly from publishers) 


GENERAL 


EXECUTIVES: MAKING THEM CLICK. By Joseph Dean Edwards. University 
Books, New York, 1956. 242 pages. $4.00. Though described by the pub- 
lishers as “a successful plan to replace so-called ‘executive development 
programs,’” this book aims its darts rather at the notion that good executives 
can be created by some kind of “magic formula.” While it may be doubted 
whether many managements have ever seriously entertained any such idea, 
the author nevertheless develops his theme with considerable vigor and 
common sense. As a capsule course in the essentials of creating an or- 
ganizational climate in which each man’s individual capacities can be 
realized to the full, the book serves as a refreshing antidote to some of the 
more pretentious thinking prevalent in this area. Some neat illustrations by 
Irwin Feher accompany the text. 


INDUSTRIAL ORGANIZATION AND MANAGEMENT. By Lawrence L. Bethel 
et al. McGraw-Hill Book Company, Inc., New York, 1956. 719 pages. 
$6.75. New emphases in this third edition include recent developments in 
automation; operations research; government regulations and practices con- 
cerning marketing, industria] relations, taxation and finance; decentralization 
trends; and recent applications of electronics to plant and office operations. 


THE AMERICAN BUSINESS CREED. By Francis X. Sutton et al. Harvard 
University Press, Cambridge, Mass., 1956. 414 pages. $6.75. A thoughtful 
survey of the ideology revealed by the public statements of business leaders, 
the institutional advertisements of large corporations, and the literature of 
such business associations as the United States Chamber of Commerce, the 
Committee for Economic Development, and the National Association of 
Manufacturers. The authors conclude that the American business creed is 
a product of the inescapable strains and conflicts inherent in the business 
man’s role in a complex society. 


COMMUNITY RELATIONS FOR BUSINESS. By John T. McCarty. BNA In- 
corporated, Washington 7, D.C. 1956. 286 pages. $12.50. A _ practical 
operations manual in loose-leaf form. Combining his own first-hand ex- 
perience as a community relations counselor to the General Electric Company 
with the techniques, procedures, and programs of a number of other leading 
organizations, the author offers detailed guidance on the community rela- 
tions use of press, radio, television, and direct mail, as well as on the 
organization of a company speakers’ bureau, participation in community fund 
drives, and the publicizing of special plant events. Numerous checklists, 
exhibits, case histories, sample releases, and suggested programs are provided. 
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PRINCIPLES OF MANAGEMENT. By George R. Terry. Richard D. Irwin, 
Inc., Homewood, Ill. 1956. 730 pages. $7.80. This revised edition in- 
corporates a number of improvements in presentation designed to identify 
and demonstrate more clearly the concept of management as a distinct process 
or system of thought applicable to ali enterprises. The chapters dealing with 
planning and actuating have been expanded; recent developments in such 
areas as cybernetics, automation, linear programming, and operations research 
are discussed; and many new case histories, charts, diagrams, and illustra- 


tions have been added. 


PEACEFUL USES OF ATOMIC ENERGY: Proceedings of the International 
Conference in Geneva, August 1955, Volume 1. United Nations, New 
York, 1956. 479 pages. $8.00. (Distributed in the U.S. by Columbia 
University Press, 2960 Broadway, New York 27, N.Y.) This first of the 
16 volumes of proceedings of the Geneva Conference covers the world’s 
anticipated requirements for energy and the possible ways in which 
shortages can be overcome by nuclear power. Also included are some 
broad general papers on the problems involved in organizing and operating 
a large nuclear enterprise, with special reference to the generation of 
significant quantities of electric power. 


HOW TO WIN SUCCESS BEFORE 40. By William G. Damroth. Prentice- 
Hall, Inc., Englewood Cliffs, N.J., 1956. 248 pages. $4.95. This inspira- 
tional book offers a “Formula for Success Before Forty” whose 21 “keys” 
are grouped under three main sections: how to improve one’s thinking 
pattern, how to improve one’s working pattern, and how to improve 
one’s relations with other people. The author does not pause to define 
“success,” but he apparently equates it with getting to the top of the business 
ladder. 


TODAY’S BUSINESS LAW. By Kennard E. Goodman and William L. Moore. 
Pitman Publishing Corporation, New York, 1956. 526 pages. $3.12. An 
outline of the essentials of business law, with particular attention to sales 
contracts, negotiable instruments, insurance, real estate, banking transactions, 
and employer-employee relations. 


DISCUSSION. By William S. Howell and Donald K. Smith. The Macmillan 
Company, New York, 1956. 292 pages. $4.00. A helpful analysis of the 
principles of discussion, and a description of its procedures, practices, and 
criteria. Though the book is designed primarily for students, the authors’ 
careful examination of the various types of critical thinking should be of 
value also to the executive wishing to increase his skill in productive group 
discussion. 


HOW TO FIND A BUYER FOR YOUR INVENTION. By V. D. Angerman. 
Science and Mechanics Publishing Company, 450 East Ohio Street, Chicago 
11, Ill. 1956. 136 pages. $2.95. In this lively little manual, the editor 
of Science and Mechanics explains how, when, and where to find a buyer 
for an invention and describes eight different ways of selling it. A list of 
140 top manufacturers eager to do business with either beginning or es- 
tablished inventors is appended. 
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AUTOMATION: Friend or Foe? By R. H. Macmillan. Cambridge University 
Press, 32 East 57 Street, New York 22, N.Y. 1956. 100 pages. $1.95. 
A lucidly written account of what automation is and the consequences that 
are likely to follow in its wake. In addition to discussing the technical 
advantages and limitations of automatic factories and the methods that are 
or could be employed in their planning and control, the author devotes 
separate chapters to computing devices and to the social and economic aspects 
of the “second industrial revolution.” 


OPERATIONS RESEARCH FOR MANAGEMENT, VOLUME II: Case Histories, 
Methods, Information Handling: Edited by Joseph F. McCloskey and John 
M. Coppinger. The John Hopkins Press, Baltimore 18, Md. 1956. 563 pages. 
$8.00. A compendium of up-to-date case histories showing operations re- 
search in actual use, with detailed discussions of the newest operations re- 
search methods. A special section on information handling in organized 
groups and an exhaustive bibliography on queueing theory are also included. 


MODERN PUBLIC OPINION. By William Albig. McGraw-Hill Book Com- 
pany, Inc., New York, 1956. 518 pages. $6.50. A revision and moderniza- 
tion of an earlier work by the author entitled Public Opinion. Though the 
basic structure and organization of the original volume have been retained, 
the book has been entirely rewritten and considerably expanded in the light 
of recently published contributions on the theory of public opinion, measure- 
ment and polling, propaganda processes, and mass communication media. 


INTRODUCTION TO AMERICAN BUSINESS. By Ferdinand F. Mauser and 
David J. Schwartz, Jr. American Book Company, 55 Fifth Avenue, New 
York 3, N.Y. 1956. 672 pages. $6.00. A textbook designed to place 
before the student the most important materials for the understanding of 
the nature, scope, and quality of the American business scene. Rather more 
emphasis than is usual in textbooks in this field has been placed on agricul- 
ture as a major American industry, and on where and how to acquire 
business information. 


MANAGEMENT: Principles, Practices, Problems. By Henry G. Hodges. 
Houghton Mifflin Company, Boston, Mass. 1956. 703 pages. In this in- 
troductory textbook, the author presents the basic problems and principles 
of management and organization, and then proceeds to show how these 
problems are—or ought to be—resolved in practice. Case problems based 
on actual situations are appended to each chapter. 


THE ORIGINAL HAS THIS SIGNATURE—W. K. KELLOGG. By Horace B. Powell. 
Prentice-Hall, Inc., Englewood Cliffs, N.J., 1956. 352 pages. $5.00. A 
biography of the “three lives” of the noted manufacturer and philanthropist 
—the years he spent as an obscure bookkeeper in his brother’s sanitarium 
at Battle Creek, his subsequent creation of the world-wide cereal business 
_ which bears his name, and the final decades in which he devoted his fortune 
and his energies to the W. K. Kellogg Foundation. 


Please order books directly from publishers | 
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DESIGNED FOR DIGGING. By Harold F. Williamson and Kenneth H. Myers, 
II. Northwestern University Press, Evanston, Ill. 1955. 384 pages. $7.50. 
This history of the first 75 years of the Bucyrus-Erie Company throws some 
interesting light on such general management problems as the adjustment of 
a capital goods producer to the various phases of the business cycle, ex- 
pansion of an organization by purchase, merger, and consolidation, the 
shift from family ownership and operation to public ownership and pro- 


fessional management, and the changing character of labor-management 
relations. 


MARKETING 


HOW TO MARKET YOUR PRODUCT SUCCESSFULLY. By Walter Guild. 
Prentice-Hall, Inc., Englewood Cliffs, N.J. 1955. 404 pages. $5.35. A 
down-to-earth manual on modern marketing strategy, explaining in clear, 
practical terms the tested techniques for developing a product from idea to 
full-dress finish, Among the many aspects of marketing dealt with are 
creating a package that sells, finding prospects, securing maximum distribu- 
tion, and when, where, and how to advertise. 


EFFECTIVE ADVERTISING COPY. By Merrill DeVoe. The Macmillan Com- 
pany, New York, 1956. 717 pages. $8.75. In his own words, the author’s 
main purpose is “to bring into the basic literature of advertising copy the 
technical copy principles that gradually have been evolved through adver- 
tising copy research.” Though addressed principally to the advertising copy- 
writer, the book should be of interest also to advertising managers as a prac- 


tical, up-to-date source of the factual guides that have been developed by copy 
research for planning and constructing effective advertisements. 


THE MARKETING REVOLUTION. American Marketing Association, 1525 East 
53 Street, Chicago 15, Ill. 1956. 105 pages. $4.00. Included in these 
proceedings of the 37th national conference of the American Marketing 
Association are papers on basic research in human behavior, new concepts 
in consumer products tests, brand loyalty measurement, the Standard In- 
dustrial Classification and its application to industrial marketing, and tech- 
niques for determining markets for new industrial products. 


PACKAGE DESIGN. By Milner Gray. The Studio Publications Inc., 432 
Fourth Avenue, New York, N. Y. 1955. 128 pages. $6.95. In this well- 
printed and attractively illustrated manual, the author, a leading British 
industrial designer, explains the aims and uses of packaging as a function 
of distribution, and offers step-by-step guidance on the various stages through 
which a design must pass, from preliminary consultation with the client 
to finished container. In a concluding section, five experts discuss some 
technical aspects of the package designer’s work. 


EFFECTIVE SELF-MANAGEMENT IN SELLING. By Merrill DeVoe. Prentice- 
Hall, Inc., Englewood Cliffs, N.J. 1956. 210 pages. $4.95. A manual for 
salesmen covering such topics as how to conserve and manage one’s time, 
how to organize and plan, how to set sales objectives, how to schedule calls, 
and similar methods of maintaining a steady flow of orders. 
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HANDBOOK FOR ROUTE SALES EXECUTIVES. By Fred deArmond. The 
Mycroft Press, 2115 Sherwood Road, Springfield, Mo. 1955. 273 pages. 
$6.00. Designed for the executive responsible for directing a route selling 
force, this manual covers such topics as planning and budgeting, recruiting 
route salesmen, methods of compensation, measuring performance, sales 
quotas, contests, and other sales promotion tools. A number of forms used 
in sales control are reproduced. 


MODERN INTERNATIONAL COMMERCE. By Edward Ewing Pratt. Allyn 
and Bacon, Inc., New York, 1956. 677 pages. $6.50. A comprehensive 
treatise on international marketing, with special emphasis on the develop- 
ment and management of exports. Confining himself primarily to practical 
principles and methods, the author has produced a detailed guide to foreign 
trade operations that should afford the beginner a clear insight into what 
actually goes on in the import-export business. 


SALESMANSHIP: Helping Prospects Buy. By C. A. Kirkpatrick. South- 
Western Publishing Company, Cincinnati, Ohio. 1956. 631 pages. $5.50. 
This second edition contains five new chapters and a number of new cases, 
in addition to extensive revisions of the original text. Among the new topics 
treated are personal and economic aspects of selling, the characteristics of 
various types of selling, advertising and sales promotion, and planning sales 
presentations. 


FUNDAMENTALS OF SELLING THE SUPERMARKETS. By Julian H. Handler. 
Fairchild Publications, Inc., New York, 1956. 134 pages. $5.00. A guide 
for manufacturers and distributors to the “non-food” market offered by the 
modern supermarket. Includes authenticated state-by-state listings of service 
merchandisers supplying supermarkets and grocery wholesalers handling 
non-food items. 


INDUSTRIAL ADVERTISING FOR PROFIT AND PRESTIGE. By Warren R. Dix. 
Printers’ Ink Books, Pleasantville, N.Y. 1956. 231 pages. $6.00. An ex- 
cellent analysis of the principles and practice of industrial advertising, well 
illustrated with numerous examples from effective campaigns. 


SHAPING AMERICA’S PRODUCTS. By Don Wallance. Reinhold Publishing 
Corporation, New York, 1956. 193 pages. $10.00. A series of 31 detailed 
case studies showing how good design has broadened markets and increased 
public acceptance for a wide variety of products. An essay on design and 
craftsmanship in an industrial society and introductory commentaries on 
each of the book’s five main sections round out the text. Numerous illustra- 
tions are provided. 


CHECK LISTS OF SALES PROMOTION AND MERCHANDISING ESSENTIALS. 
Compiled by the editors of Printers’ Ink. Printers’ Ink Books, Pleasantville, 
N. Y. 1956. 271 pages. $4.75. Among the 21 subjects covered by these 
161 check lists are management activities, new products and new uses, 
consumer contests, mail order, dealer cooperation and dealer incentives, 
packaging, and sampling. 
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Announcing .. . 


a new AMA Clinic Series 


COMMUNICATION SKILL CLINICS 


Tuts NEW SERIES of nine three-day Clinics is specially designed 
for executives who want an up-to-date review of the latest advances 
in particular communication techniques. The Clinics will provide 
fast-paced instruction and an opportunity for intensive and special- 
ized practice in the basic skills and techniques of communication. 


Each Clinic will cover its subject in depth, and emphasis is on 
action training—on actual practice by participants in group 
situations. 


e Role Playing —_ for 
Executives - + « «September 24-26, 1956 


Getting Positive Action . . . . October 8-10 


Controlled for 
Executives . «October 22-24 


Developing More Effective 
Speaking Skills . . . . . . «November 14-16 


Developing More Effective 
Writing Skills . . . . «November 19-21 


Creative Thinking for 
Growth . December 17-19 


Making Effective Executive 
Presentations . . . . . «January 7-9, 1957 


Developing Productive Executive 
Staff Meetings . . . . . . «January 21-23 


Developing Executive 
Delegation Skills . . . . . «February 4-6 


To RecisTER—or for more information on these new additions to 
the AMA activity schedule—address: Course Registrar, American 
Management Association, 1515 Broadway, Times Square, New 
York 36, N. Y. 
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Many AMA members have request- 
ed that the writings of the President 
of the Association be made available 
in permanent form. In response to 
these requests, the American Manage- 
ment Association has just published 


MANAGEMENT IN ACTION: 


The Art of Getting Things 
Done Through People 


by Lawrence A. Appley 


MANAGEMENT IN Action: THE ArT oF GETTING 
Tuincs Done THrouGH Prope includes selections 
from “The President's Scratchpad,” Mr. Appley’s 
monthly column in Management News, as well as arti- 
cles by him that have appeared in other AMA publica- 
tions. Among the subjects discussed are the character and 
spirit of an organization, communication, management 
responsibility, employee morale, and executive appraisal. 


Any income that might be realized from the sale of 
MANAGEMENT IN AcTION will be devoted to extending 


the Association’s research program. 


Clothbound, 382 pages, $5.00* 


*Single copies of MANAGEMENT IN ACTION have been 
distributed to enrolled AMA members requesting them. 
Members requiring additional copies may obtain them 
at the special member price of $3.50 per copy. 


Order from DEPARTMENT MA, AMERICAN MANAGEMENT ASSOCIA- 
TION, 1515 Broadway, Times Square, New York 36, N. Y. 


AMA will pay normal postage and handling charges on all orders accompanied 
by check or money order. Orders under $5.00 shovld be accompanied by 
remittance. Orders of $5.00 or more, unless accompanied by remittance, will be 
billed for postage and handling charges. Add 3%, sales tax for orders to be 
delivered in New York City. 
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